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DEPARTMENT  OF  TRANSPORTATION 
Office  of  the  Secretary 
14  CFR  Part  93 

[Docket  No.  70,  Notice  No.  80-161 

Special  Air  Traffic  Rules  ar.d  Airport 
Traffic  Patterns 

agency:  Office  of  the  Secretary,  DOT. 
action:  Notice  of  Proposed  Rulemaking. 

summary:  This  notice  proposes 
procedures  for  allocating  the  hourly 
number  of  instrument  flight  operations 
(takeoffs  and  landings  or  “slots”)  that 
may  be  reserved  at  Washington 
National  Airport  (DCA)  in  accordance 
with  the  FAA's  High  Density  Rule.  The 
alternatives  proposed  include: 
Administrative  allocation,  slot  auction 
and  variations  thereof.  Comments  are 
also  solicited  on  the  continued  use  of  the 
airline  scheduling  committee.  In  ' 
addition,  adjustments  to  each  of  the 
three  systems  are  proposed  to  assure 
that  small  and  medium-sized 
communities  do  not  lose  nonstop  service 
to  National  to  larger  markets. 

The  two  new  proposed  methods  of 
allocation  are  consistent  with  the 
concerns  expressed  by  the  Chairman  of 
the  Civil  Aeronautics  Board  and  the 
Department  of  Justice  about  continuing 
the  antitrust  immunity  under  which  the 
airline  scheduling  committees  currently 
allocate  slots  at  the  high  density 
airports.  They  are  also  consistent  with 
the  policy  set  forth  in  the  Airline 
Deregulation  Act  of  1978  that  maximum 
reliance  be  placed  on  competitive 
market  forces  and  on  actual  and 
potential  competition  to  provide  an 
efficient,  innovative  and  well-managed 
air  transportation  system. 
date:  Comments  must  be  received  by 
December  26, 1980.  In  addition, 
interested  persons  will  have  until 
January  26, 1981  to  reply  to  any 
comment  contained  in  the  public  docket. 
address:  Comments  on  this  proposal 
may  be  mailed  in  duplicate  to;  Docket 
Clerk,  Office  of  the  Secretary,  Docket 
No.  70;  Notice  80-16,  Office  of  the 
General  Counsel,  Department  of 
Transportation,  Washington,  DG.  20590 
or  be  delivered  in  duplicate  to  Room 
10421,  400  Seventh  Street.  S.W., 
Washington,  DG.  20590. 

Comments  delivered  must  be  marked: 
Docket  No.  70. 

Comments  may  be  inspected  at  Room 
10421  between  9:00  ajm.  and  5:30  p.m. 

Commenters  wishing  the  DOT  to 
acknowledge  receipt  of  their  comments 
submitted  in  response  to  this  notice 
must  submit  with  those  comments  a  self- 
addressed,  stamped  postcard  on  which 


- - 

the  following  statement  is  made: 
“Comments  on  Docket  No.  70.”  The 
postcard  will  be  dated  and  time 
stamped  and  returned  to  the  commenter. 
FOR  FURTHER  INFORMATION  CONTACT: 

Mr.  Harvey  B.  Safeer,  AVP-1,  Federal 
Aviation  Administration,  800 
Independence  Avenue,  SW., 

Washington,  D.C.  20591,  Telephone  (202) 
426-3331. 

SUPPLEMENTARY  INFORMATION: 

Comments  Invited 

Interested  persons  are  invited  to 
participate  in  the  making  of  the 
proposed  rule  by  submitting  such 
written  data,  views,  or  arguments  as 
they  may  desire.  Comments  relating  to 
the  environmental,  energy,  or  economic 
impact  that  might  result  from  adoption 
of  the  proposals  contained  in  this  notice 
are  invited.  Communications  should 
identify  the  regulatory  docket  or  notice 
number  and  be  submitted  in  duplicate  to 
the  address  above.  All  communications 
received  on  or  before  December  26, 

1980,  and  reply  comments  received  on  or 
before  January  26, 1981,  will  be 
considered  by  the  Secretary  before 
taking  action  on  the  proposed  rule.  The 
proposals  contained  in  this  notice  may 
be  changed  in  light  of  the  comments 
received.  All  comments  submitted  will 
be  available,  both  before  and  after  the 
closing  date  for  comments,  in  the  Rules 
Docket  for  examination  by  interested  * 
persons.  A  report  summarizing  each 
substantive  public  contact  with  DOT 
personnel  concerned  with  the 
rulemaking  will  be  filed  in  the  docket. 

The  Relationship  to  Notice  No.  80-14 

On  October  16, 1980,  the  Department 
issued  a  Notice  and  Request  for 
Comments  (Notice  80-14)  concerning  the 
allocation  of  slots  at  Washington 
National  Airport  during  the  period 
December  1, 1980,  until  April  26, 1981. 

(45  FR  69403,  October  20. 1980)  The 
October  16  Notice  is  somewhat  related 
to  this  Notice  of  Proposed  Rule  Making: 
however,  this  Notice  proposes  several 
alternative,  long-term  methods  of 
allocating  slots  at  Washington  National 
Airport  while  the  October  16  Notice 
concerns  itself  only  with  the  need  to 
resolve  a  short-term  problem  raised  by 
the  failure  of  the  Scheduling  Committee 
to  allocate  slots  for  the  December-y\pril 
period. 

Public  Hearing 

A  public  hearing  on  the  proposal  will 
•'be  scheduled  within  30  days  and  a 
notice  announcing  the  time  and  place  of 
the  hearing  will  be  published. 


Discussion  of  the  Proposed  Rule 

Background 

This  notice  is  related  to  a  Final  Rule, 
Amendment  Nos.  93-37  and  159-20  and 
a  Policy  (45  FR  62398,  September  18, 

1980  issued  by  the  Department  which 
sets  forth  a  policy  with  implementing 
regulations  for  the  future  operation  and 
development  of  Washington  National 
Airport  and  Dulles  International  Airport. 

The  Federal  Aviation  Administration 
has  broad  authority  under  the  Federal 
Aviation  Act  of  1958,  as  amended 
(FAAct)  to  regulate  and  control  the  use 
of  navigable  airspace  of  the  United 
States.  Under  Section  307(a)  of  the 
FAAct  (49  U.S.C.  1348(a)).  the  agency  is 
authorized  to  develop  plans  for  and  to 
formulate  policy  with  respect  to  the  use 
of  navigable  airspace  and  to  assign  by 
rule,  regulation,  or  order  the  use  of 
navigable  airspace  under  such  terms, 
conditions,  and  limitations  as  may  be 
deemed  necessary  in  order  to  insure  the 
safety  of  aircraft  and  the  efficient 
utilization  of  such  airspace.  Under 
Section  307(c)  of  the  FAAct  (49  U.S.C. 
1348(c)),  the  agency  is  further  authorized 
and  directed  to  prescribe  air  traffic  rules 
and  regulations  governing  the  efficient 
utilization  of  the  navagible  airspace. 

Under  the  authority  of  this  statutory 
mandate,  the  FAA  promulgated  the 
“High  Density”  Rule  (14  CFR  93.123  et. 
seq.)  in  Amendment  93-13  (33  FR  17896, 
December  3, 1968),  effective  on  April  27, 
1969. 

The  High  Density  Rule  designates  high 
density  traffic  airports  and  prescribes 
limitations  on  the  operations  that  can  be 
conducted  aT  those  airports.  Section 
93.123  establishes  limits  on  the  number 
of  IFR  (Instrument  Flight  Rules) 
operations  that  may  be  conducted  at 
high  density  airports  and  further 
allocates  those  allowable  IFR  operations 
among  the  specified  classes  of  users  at 
high  density  airports.  The  preamble  to 
the  amendment  described  the  purpose  of 
the  rule  in  terms  of  effecting  the  efficient 
utilization  of  the  navigable  airspace, 
stating  it  was  “to  provide  relief  from 
excessive  delays  at  certain  major 
terminals.” 

In  conjunction  with  the  high  density 
regulations  and  as  a  means  of 
implementing  the  regulations,  in  1968 
and  1969  the  air  carriers  and  air  taxis 
formed  committees  to  schedule  their 
operations  allocated  under  the  rule. 
Under  the  authority  of  section  412  of  the 
FAAct,  the  CAB  approved  the  Air 
Carrier  Scheduling  Agreements  (Order 
68-12-11)  and  the  air  taxi  scheduling 
agreements  (Order  69-2-52)  finding 
them  to  be  not  adverse  to  the  public 
interest.  In  approving  the  agreements, 
which  provided  the  air  carrier 
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scheduling  committee  with  immunity 
from  the  anti-trust  laws,  the  CAB  stated; 

Furthermore,  the  agreements  appear  to  be  a 
necessary  step  in  the  implementation  of  the 
FAA  regulations  *  *  *  Considering  the 
complexities  which  would  be  involved  in  any 
attempt  by  the  government  to  allocate 
scheduled  assignments  among  the  various 
individual  airline  users,  we  believe  that  the 
allocation  of  operations  among  the  various 
individual  carriers  serving  the  high  density 
airports  should  be  left  preferably  to 
resolution  by  a  voluntary  cooperative  effort 
by  the  carriers.  Order  6^12-11,  p.  4. 

On  September  2, 1966,  the  Civil 
Aeronautics  Board  approved  an  earlier 
agreement  (Agreement  CAB  19078)  filed 
by  various  air  carriers  which  was 
responsive  to  outstanding  FAA  NPRMs  * 
concerning  National  Airport. 

The  Board  stated  that  the  agreement 
was  responsive  to  FAA’s  program,  but 
cautioned  that  the  establishment  of 
schedules  by  air  carrier  agreements 
have  certain  competitive  implications. 

In  a  letter  dated  October  9, 1968,  to 
the  CAB,  the  Assistant  Attorney 
General,  Antitrust  Division,  Department 
of  Justice,  stated  “under  the 
circumstances  that  now  exist,  the 
Department  does  not  object  in  principle 
to  properly  limited  agreements  among 
air  carriers  to  meet  FAA  air  traffic 
congestion  regulations."  In  another 
letter  of  that  same  date  to  the  Acting 
Administrator  of  the  FAA,  the  Assistant 
Attorney  General  stated: 

The  Department  of  Justice  recognizes  the 
urgent  and  critical  nature  of  the  air  traffic 
congestion  problem.  The  Department’s 
interest  in  this  matter  is  that  the  problem  of 
air  traffic  congestion  be  dealt  with,  quickly 
and  effectively,  in  a  manner  consistent  with 
competitive  principles. 

The  Assistant  Attorney  General  also 
suggested  that  another  method  of 
performing  this  task  would  be  for  the 
FAA  itself  to  allocate  slots  at  congested 
airports.  The  letter  to.the  FAA 
concluded: 

We  do  not  believe  that  in  allocating 
airspace  to  reduce  air  traffic  congestion,  the 
FAA  would  be  assuming  an  unmanageable 
task.  In  any  event,  such  a  responsibility 
would  have  to  be  exercised  by  the  FAA  to 


'On  July  1, 1966,  the  Federal  Aviation 
Administration  issued  a  document  entitled  “Policies 
Covering  Use  of  Washington  National  Airport"  (31 
FR  9148,  July  2, 1966).  In  order  to  insure  that  the  air 
carriers'  operations  were  consistent  with  the  hourly 
limitations  in  existence  at  the  time,  a  policy  was 
adopted  that  all  changes  or  additions  to  air  carrier 
schedules  required  written  approval  of  the  Director 
of  the  Bureau  of  National  Capital  Airports.  On  July 
27, 1966,  the  Federal  Aviation  Administration  issued 
an  NPRM  (cancelling  the  1966  Policy)  which 
proposed  a  limitation  of  40  air  carrier  operations  per 
hour  at  National  Airport.  The  notice  stated  “the 
agency  hopes  that  the  limitations  of  40  air  carrier 
operations  an  hour  can  be  accomplished  among  the 
various  air  carriers." 


implement  its  proposed  regulations  should 
the  airlines  be  unable  to  reach  satisfactory 
agreements.  The  statutory  authority  for  the 
FAA  to  do  so  is  evidenced  by  a  clear 
Congressional  intent  to  place  with  the  FAA 
primary  responsibility  for  promoting  and 
insuring  the  safe  and  efficient  utilization  of 
the  navigable  airspace  and  plenary  authority 
to  implement  its  responsibilities  under  the 
Act.  1958  U.S.  Code  Cong.  &  Adm.  News  3741. 
The  language  of  Sections  102,  307,  313,  601, 
and  1002  of  the  Act,  together  with  its 
legislative  history  and  general  principles  of 
administrative  law,  support  the  conclusion 
that  the  FAA  has  the  authority  to  order  any 
individual  airspace  user  to  reduce  its 
operations  at  congested  airports  in  the 
interest  of  safe  and  efficient  airspace 
utilization,  subject  only  to  the  requirement 
that  the  particular  remedy  fashioned  by  the 
FAA  have  a  clear  and  substantial  relation  to 
its  objectives  and  not  be  unreasonable, 
arbitrary,  or  capricious. 

In  July  1978,  the  CAB  amended  its 
practice  of  12  years  by  aimouncing  that 
it  would  reexamine  “the  need  for  and 
desirability  of  continued  approval"  of 
the  airline  scheduling  committee 
agreements. 

(CAB  Order  78-7-110,  July  21. 1978.)  In 
November,  1979,  the  FAA/CAB  jointly 
circulated  a  report  prepared  by 
Polinomics  Research  Laboratories,  Inc. 
This  report  is  discussed  in  detail  later  in 
this  notice.  The  Antitrust  Division  of  the 
United  States  Department  of  Justice  in 
commenting  on  the  Polinomics  Study  * 
recommended  “replacement  of  the 
airline  scheduling  committees  with  some 
type  of  market  mechanism  for  allocating 
slots.”  Both  the  CCAB  and  the 
Department  of  Justice  have  advised  the 
DOT  of  their  concerns  about  the  anti¬ 
competitive  aspects  of  the  airline 
scheduling  committee  process.*  As  a 
result  of  these  concerns  and  the  possible 
demise  of  the  scheduling  committees, 
the  DOT  believes  it  to  be  in  the  public 
interest  to  consider  alternate  allocation 
methodologies  that  ensure  efficient 
utilization  of  the  navigable  airspace  and 
further  attempt  to  ensure  that  any  such 
allocation  methodology  is  consistent 
with  antitrust  concerns.  The  DOT  also 
believes  that  these  same  concerns  are 
applicable  to  the  commuter  air  carrier 
association  at  National  and  require  the 
consideration  of  alternative  allocation 
methodologies  for  this  association  as 
well  as  the  scheduling  committees. 

If  all  levels  of  air  travel  continue  to 
increase,  it  is  anticipated  that  the 
congestion  problems,  which  faced  the 


"The  Justice  Department’s  comments,  as  well  as 
all  comments  received  in  response  to  the  Polinomics 
study,  are  contained  in  the  docket. 

"As  the  Justice  Department  stated  in  its 
comments,  it  is  "the  executive  agency  charged  with 
the  responsibility  of  enforcing  the  antitrust  laws  and 
for  furthering  the  nation's  fundamental  economic 
policy  of  competition.” 


FAA  in  1969  when  the  “High  Density" 
Rule  was  first  promulgated,  will  become 
more  acute.  Therefore,  any  proposal 
which  would  eliminate  consideration  of 
an  allocation  system  and  relies  upon  a 
first-come-first-serve  system,  at  a  time 
when  there  are  problems  of  serious 
airspace  congestion  as  an  increasing 
number  of  users  seek  access  to  a  limited 
resource,  would  be  contrary  to  the 
dot’s  mandate  to  prescribe  rules  and 
regulations  for  the  efficient  utilization  of 
the  airspace.  The  first-come-first-served 
system  remains  the  basic  FAA 
approach,  but  it  assumes  that  ail  users 
can  be  reasonably  accommodated — that 
is,  that  airspace  resources  are  adequate. 
That  philosophy  cannot  be  reasonably 
applied  when  the  resources  available 
are  not  sufficient  to  satisfy  the  demands 
placed  upon  them.  A  system  that  allows 
only  the  first  group  of  aircraft  arriving  at 
a  terminal  to  land,  while  keeping  all 
other  aircraft  in  holding  patterns  or 
requiring  them  to  divert  to  some  location 
other  than  their  intended  destination 
because  the  hoimly  slot  allocation  at  a 
given  airport  has  been  reached,  cannot 
be  considered  an  “efficient  utilization  of 
airspace,”  In  fact,  this  would  not  only 
recreate  the  problems  faced  by  the  FAA 
when  the  High  Density  Rule  was  first 
promulgated,  but  would  also  compound 
them. 

Even  if  airspace  congestion  did  not 
materialize  under  a  first-come,  first- 
served  system,  serious  problems  could 
nevertheless  be  caused  by  ground 
congestion.  The  difficulties  resulting  , 
from  the  groundside  congestion  at  DCA 
were  recognized  by  the  CAB  in  June, 
1967,  when  it  instituted  an  investigation 
of  congestion  at  the  airport  (See  Order 
E-25319,  June  20, 1967).  Similar  problems 
could  occur  at  all  high  density  airports 
and  could  affect  other  airports  served  by 
flights  to  or  from  them.  The  overall 
result  would  be  an  inefficient  and 
unreliable  system  of  air  transportation 
service.  Thus,  the  elimination  of  the 
scheduling  committees  would  require 
the  DOT  to  develop  an  alternative 
method  of  slot  allocation  to  assure  the 
efficient  use  of  air  and  ground  space. 

As  a  result  of  the  aforementioned,  the 
DOT  must  continue  to  explore  alternate 
methods  of  allocation.  In  view  of  the 
increasing  demand  for  access  to  the 
relatively  scarce  resource  of  navigable 
airspace,  the  DOT  does  not  consider  it 
to  be  in  the  public  interest  to  delay 
consideration  of  alternative  action. 
Furthermore,  since  the  demand  for  slots 
at  DCA  has  increased  dramatically  and 
since  the  final  rule  implementing  the 
policy  for  future  operations  at  DCA 
(Amendment  No.  )  will  further  reduce 
the  availability  of  reservations  for  air 
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carriers,  the  allocation  proposals 
contained  herein  will,  at  this  time,  only 
be  proposed  for  DCA.  After  a  trial 
period  there,  the  procedures  if-^ 
promulgated  or  variations  thereof,  if 
they  are  effective,  may  be  expanded  to 
cover  all  high  density  airports.  It  must 
be  emphasized  that  although  these 
options  are  prepared  for  DCA,  other 
options  may  be  more  appropriate  and 
they  may  be  proposed  for  other  high 
density  airports.  Such  expansion  would 
occur  only  after  further  rulemaking. 
Special  provisions  would  be  considered 
at  airports  serving  foreign  air  commerce. 

In  exploring  these  allocation 
alternatives,  die  DOT  has  been  mindful 
of  Congressional  intent,  as  stated  in  the 
Airline  Deregulation  Act  of  1978,  that 
maximum  reliance  be  placed  on 
competitive  market  forces. 

Polinomics  Study 

After  discussions  between  CAB,  FAA 
and  the  Office  of  the  Secretary  of 
Transportation,  the  CAB,  in  conjunction 
with  the  FAA,  commissioned  Polinomics 
Research  Laboratories,  Inc.  (PRL),  to 
research  the  slot  allocation  problem  and 
to  report  its  Bndings  on: 

(1)  The  workings  of  the  scheduling 
committee  process; 

(2)  The  possibility  of  employing  some 
t'/pe  of  price  mechanism  to  allocate  , 
plots;  and 

(3)  Any  other  possible  solution  to  the 
problem,  excluding  administrative 
allocation,  which  could  successfully 
allocate  the  slots  among  the  carriers 
consistent  with  FAA  regulations  as  well 
as  the  mandates  of  the  Airline 
Deregulation  Act. 

The  PRL  study  recommended: 

(1)  A  primary  slot  market  organized  as 
a  sealed-bid,  one  price  auction  (each 
winning  bidder  paying  the  same  price, 

i.e.,  the  value  of  the  lowest  accepted 
bid); 

(2)  A  computerized  aftermarket  to 
enable  users  to  buy  and  sell  slots; 

(3)  A  separate  market  for  small 
communities; 

(4)  Varying  slot  definitions  to  reflect 
individual  airport  capacity  problems; 

(5)  Funds  generated  in  auction  to  be 
used  for  expanding  airport  capacity, 
where  possible.  If  not  possible  to 
expand  capacity,  funds  should  be  used 
to  subsidize  less  desirable  off-peak 
traffic; 

(6)  Sanctions  to  prevent  nonuse  of 
substantial  numbers  of  slots;  and 

(7)  A  gradual  introduction. 

Econ,  Inc.  Study 

The  FAA  contracted  in  August,  1979, 
with  Econ,  Inc.,  of  Princeton,  New  Jersey 
to  further  analyze  slot  allocation  by 
auction.  The  contractor’s  report  will  also 


be  included  in  the  docket.  The  contract 
included  a  week-long  evaluation 
exercise  (February  11-15, 1980)  in  which 
an  actual  slot  auction  of  the  type 
proposed  in  this  rulemaking  was 
conducted  with  the  MIT/Flight 
Transportation  Associates  Airline 
Management  Game.  This  evaluation 
was  a  realistic  computer  model  that 
permitted  competing  airline  teams  to 
schedule  hypothetical  air  transportation 
networks  and  estimate  carrier 
performance  through  the  simulation  of 
resulting  traffic  flows,  costs,  revenues, 
and  load  factors.  Both  the  proposed 
“trading  post”  auction  and 
administrative  allocation  systems  were 
tested  by  teams  made  up  of 
management  and  professional  staff  of 
eight  airlines.  The  flnal  report  of  this 
evaluation  will  be  included  in  the  docket 
and  will  be  available  from  the  Director 
of  the  Office  of  Aviation  Policy,  whose 
address  is  printed  above. 

I.  Allocation  Alternatives 

Based  upon  a  review  of  the  PRL  and 
Econ  studies,  an  analysis  of  the 
comments  submitted  on  the  PRL  study 
and  further  review  of  this  area,  it  is 
proposed  that  Part  93  be  amended  to 
contain  specific  methodology  for 
allocation  of  slots  at  DCA.  The 
alternative  allocation  methods  being 
considered  by  the  DOT  are: 

A.  Administrative  allocation. 

B.  Allocation  by  auction. 

C.  Allocation  by  the  present 
scheduling  committee  (the  status  quo)  or 
modification  thereof. 

Regardless  of  the  procedure  that  may 
be  adopted,  there  are  elements  of  the 
allocation  process  which  are  applicable 
to  each  method  and  should  be  . 
considered.  Specifically,  these  elements 
are: 

— How  should  a  “slot”  or 
“reservation”  be  defined? 

— Should  all  airport  users  compete  for 
all  slots  or  should  there  be  separate 
allocations  for  different  classes  of  users? 

— Who  should  be  eligible  to  bid  for 
slots? 

— Over  how  long  a  time  period  should 
a  slot  be  awarded? 

— What  property  rights,  if  any,  do 
recipients  of  a  slot  have  with  respect  to 
resale  of  slots? 

— Should  there  be  a  penalty  for 
nonuse  of  a  slot? 

— What  provision  is  provided  to 
assure  that  slots  are  available  for 
essential  air  service? 

— Should  provision  be  made  to  restrict 
the  use  of  slots  to  assure  that  carriers  do 
not  substitute  more  profitable  service  to 
larger  cities  for  existing  service  to 
smaller  communities? 


With  respect  to  these  elements,  the 
DOT  proposes  that: 

1.  A  “reservation”  be  deflned  as 
authority  to  schedule  one  operation, 
either  landing  or  takeoff,  during  a  given 
one  hour  interval  between  7:00  a.m.  and 
8:59  p.m.  or  the  half  hour  interval 
between  9:00  p.m.  and  9:30  p.m.  The 
term  “slot”  as  used  in  this  document 
refers  to  a  single  reservation. 

2.  Three  classes  of  reservations  be 
deflned.  The  first  would  be  for  “air 
carriers,”  which  would  be  as  defined  in 
Part  1  of  the  Federal  Aviation 
Regulations  (FAR),  that  conduct 
operations  with  aircraft  having  a 
maximum  passenger  seating  capacity  of 
56  or  more:  the  second  would  be  for 
“scheduled  air  taxis”  *  which  would  be 
deflned  as  air  taxis  or  an  air  carriers  as 
deflned  in  Part  1  of  the  FAR  that 
conduct  operations  with  aircraft  having 
a  maximum  seating  capacity  of  less  than 
56;  and  the  third  would  be  for  other 
operations  which  would  include  general 
aviation.  This  is  consistent  with  the 
classes  of  users  adopted  in  Amendment 
No.  93-37.  The  first  two  categories  of 
slots  would  be  subject  to  the  carrier 
agreement,  admihistrative  allocation  or 
auction  processes.  The  DOT  further 
proposes  that  allocations  for  the  first 
two  catetories  of  reservations  should  be 
made  through  separate  allocations  for 
each  category.  Finally,  a  procedure  for 
establishing  fees  for  the  third  class  of 
user  would  be  set  forth  in  a  separate 
section. 

3.  Bidding  or  application  for 
reservations  would  be  limited  to  carriers 
operating  under  a  certificate  of 
convenience  and  public  necessity  issued 
by  the  CAB  or  registered  with  CAB  and 
exempted  from  certification  under  14 
CFR  Part  298. 

4.  Reservations  would  be  awarded  for 
a  period  of  six  months  starting  either  in 
October  or  April  immediately  following 
the  award  of  reservations.  This  would 
follow  the  current  procedure  of  the 
airline  scheduling  committee,  which 
allocates  slots  in  January  for  the  six- 
month  period  starting  the  last  Sunday  in 
April,  and  in  July  for  the  six-month 
period  starting  the  last  Sunday  in 
October.  Some  questions  have  been 
raised  as  to  whether  a  six  month 
“reservation”  period  would  create 
problems  for  commuter  air  carriers. 
Comments  are  solicited  on  this  point. 

5.  The  air  carrier  slots  available  under 
each  of  the  three  proposed  allocation 
methods  would  be  sudivided  into  three 
parts,  with  three  different  sets  of  slots 


*This  class  of  user  is  more  appropriately 
identified  as  “commuter  air  carrier."  The  term 
“scheduled  air  taxi,  ”  is  used  in  this  section  to  be 
consistent  with  the  language  in  FAR  Part  93.  This 
term  will  be  changed  in  a  later  amendment. 
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devoted  to  three  categories  of  airports 
served;  large  hub,  medium  hub,  and 
small  and  non-hub. 

The  question  of  a  marketable  property 
rights  for  holders  of  a  slot  and  the 
question  of  a  penalty  being  levied  for 
nonuse  of  a  slot  are  dealt  with  in  the 
discussions  of  each  of  the  procedures 
under  consideration.  In  addition,  under 
the  administrative  allocation  procedure, 
the  DOT  proposes,  as  one  alternative,  to 
allocate  slots  specifically  for  the 
purpose  of  providing  the  minimum  level 
of  essential  air  service  as  determined  by 
the  CAB.  The  DOT  recognizes  that  there 
may  be  some  problems  with  this 
proposal  and,  therefore,  solicits 
comments  on  other  alternatives  which 
may  be  more  effective  for  the  allocation 
of  slots  for  essential  air  service  under 
any  allocation  procedure  chosen. 

The  following  is  a  description  of  the 
administrative,  auction  and  scheduling 
committee  allocation  alternatives  and 
the  proposed  modification  to  each  to 
preserve  an  equitable  distribution  of 
traffic  to  small,  medium  and  large  hub 
airports. 

A.  Administrative  Procedures 

In  order  to  assure  continuity  of 
operation  at  DCA.  the  DOT  has  been 
analyzing  several  alternative 
administrative  procedures  for  allocating 
IFR  reservations.  The  easiest  way  to 
allocate  slots  would  be  to  freeze  all 
allocations  at  their  existing  levels. 

While  this  may  sufflce  in  the  short  run 
(one  scheduling  period),  over  the  longer 
term  it  is  neither  adequate  nor  desirable. 
Such  a  static  situation  is  inconsistent 
with  the  goals  and  objectives  of  the. 
Airline  Deregulation  Act  to  encourage 
increased  competition  and  permit  access 
by  new  entrant  carriers.  New  entrants 
could  participate  only  to  the  extent  that 
incumbent  carriers  were  willing  to 
relinquish  slots. 

The  problems  of  new  entrants  could 
be  resolved  by  awarding  new  entrants  a 
portion  of  the  slots  and  prorating  the 
remainder  among  the  prior  users.  This 
approach  stands  at  one  end  of  the 
spectrum.  At  the  other  end  is  an 
allocation  process  based  upon  a 
complex  mathematical  linear 
programming  model.  The  model  would 
operate  on  a  series  of  constraints 
represented  by  the  different  airlines,  the 
aircraft  they  own,  the  markets  that  they 
could  serve,  the  markets  they  have 
historically  served,  the  number  of 
passengers  that  potentially  exist  in  each 
market  pair,  the  operating  costs  of  each 
aircraft  type  for  each  airline  and  some 
estimate  of  expected  fares.  The 
objective  would  be  to  (1)  meiximize  the 
number  of  passengers  carried,  industry 
profits,  or  some  specially  defined  social 


welfare  function  or  (2)  minimize  total 
cost,  cost  per  revenue  passenger  mile  or 
some  weighted  social  cost  function.  The 
solution  to  this  model  is  the  slot 
allocaion  that  is  expected  to  achieve  the 
objective  function. 

The  DOT  has  been  experimenting 
with  these  types  of  models.  The 
development  of  such  models,  however, 
has  not  reached  the  point  where  they 
can  be  effectively  utilized  to  allocate 
slots.  A  procedure  has  been  developed, 
however,  which  has  some  of  the 
attributes  of  the  two  extremes.  The 
initial  objectives  in  developing  this 
procedure  were:  (1)  Not  to  generate 
extreme  changes  in  allocations  from  one 
scheduling  period  to  the  next,  even 
though  over  a  long  period  of  time, 
extensive  changes  to  allocations  could 
occur;  (2)  to  provide  for  new  entrants 
and  potential  slot  increases  for 
“efricient”  users  of  existing  slots;  and  (3) 
to  incorporate  some  concept  of  “public 
service"  achieved  in  the  use  of  the  slots. 
To  some  extent,  these  objectives  reflect 
the  concerns  expressed  by  both  those 
who  support  and  those  who  oppose  the 
present  scheduling  committee  process  or 
the  market  allocation  (auction]  process. 

The  alternative  being  proposed  by 
DOT  (Alternative  A)  involves  a  two-step 
procedure.  This  procedure  is  described 
in  detail  in  the  FAA  reprt,  “A  Method 
for  Administrative  Assignment  of 
Runway  Slots"  a  copy  of  which  is 
contained  in  the  docket.  Each  air  carrier 
wanting  an  IFR  reservation  would  be 
requested  to  submit  an  initial 
reservation  request.  For  any  given  hour, 
an  air  carrier  could  request  one  or  more 
reservations  as  desired.  These  requests 
would  have  to  be  submitted  by  January 
1  and  July  1  of  each  year.  All  the 
requests  would  be  aggregated.  If  there  is 
a  resolution,  i.e.,  the  number  of 
reservations  requested  is  less  than  or 
equal  to  the  number  available  in  each 
hour,  all  requests  would  be  granted.  If 
there  is  no  resolution,  it  would  become 
necessary  to  determine  the  total  number 
of  reservations  to  be  awarded  to  each 
air  carrier. 

Assuming  there  is  no  resolution,  each 
air  carrier's  award  is  then  computed  as 
a  function  of: 

(a)  Number  of  slots  allocated  in 
preceding  scheduling  period,  with  a 
minimum  of  four  slots; 

(b)  Number  of  passengers  enplaned 
per  departure: 

(c)  Number  of  passengers  deplaned 
per  arrival: 

(d)  Number  of  different  cities  to  which 
nonstop  service  was  provided  in 
preceding  scheduling  period  relative  to 
number  of  slots  allocated. 


The  number  of  slots  requested  by  each 
carrier  would  constitute  the  upper  bond 
of  the  number  of  slots  allocated  to  the 
air  carrier. 

Each  air  carrier,  including  new 
entrants,  would  at  a  minimum  receive  at 
least  four  reservations  per  day  (but  not 
more  than  the  number  requested). 
Sufficient  reservations  would  also  be 
allocated  to  provide  essential  air  service 
as  determined  by  the  CAB.  The  four 
reservation  minimum  could  be  changed 
by  future  rulemaking  to  balance  changes 
in  total  daily  IFR  reservations  and  the 
number  of  air  carriers  requesting 
reservations. 

Consideration  of  the  number  of  slots 
currently  allocated  to  a  specific  air 
carrier  would  provide  for  continuity  and 
stability  of  existing  service  patterns.  At 
present,  the  DOT  is  considering 
allocating  half  of  the  available  slots 
based  upon  the  existing  allocation.  The 
second  and  third  factors  are  measures  of 
service  provided  in  the  past  with  the 
slots  that  have  been  allocated.  Average 
enplanements  or  deplanements  per 
operation,  however,  tend  to  favor  those 
operators  using  large  aircraft  in  high 
density  markets.  One  of  the  factors 
discussed  by  many  respondents  was  the 
potential  for  concentration  of  slots  in 
such  markets  to  the  exclusion  of  smaller 
markets.  Thus,  the  fourth  factor  has 
been  included,  namely,  the  number  of 
different  cities  provided  direct  air 
service  by  each  air  carrier.  This  criteria 
along  with  the  enplanement/ 
deplanement  criteria  is  considered  a 
measure  of  public  service.  The  “cities 
served"  criteria  is  intended  to  obtain  a 
better  distribution  of  service  to  and  from 
high  density  markets  among  the  three 
area  airports.  National,  Dulles  and 
Baltimore-Washington,  and  to  provide 
direct  access  to  and  from  National  to  the 
maximum  number  of  cities. 

Reserv'ations  for  air  taxi  operations 
would  be  allocated  in  the  same  manner. 

Specific  issues  that  comments  should 
address  include; 

1.  The  relative  weights  to  be  given  to 
the  factors.  DOT  is  currently  considering 
50  percent  for  factor  (a),  15  percent  each 
for  factors  (b)  and  (c),  and  20  percent  for 
factor  (d); 

2.  In  computing  factors  (b)  and  (c).  the 
DOT  is  considering  crediting  a  carrier 
for  the  number  of  passengers  enplaning 
or  deplaning  and  are  thus  served  by  the 
aircraft  making  the  stop. 

3.  In  computing  factor  (d),  DOT  is 
considering  crediting  a  carrier  only  for 
the  number  of  different  cities  to  and 
from  which  nonstop  service  is  provided. 
Other  alternatives  in  addition  to  or  in 
lieu  of  (d)  are: 

X.  Consider  only  those  cities  to  which 
a  carrier  provides  sole  service; 
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y.  Consider  all  cities  to  which  service 
is  provided  within  the  established 
perimeter, 

z.  Consider  all  cities  to  which 
connections  are  provided  in  the  United 
States.^ 

4.  Allocation  factors  (b)  and  (c), 
enplanements  and  deplanements, 
encourage  the  maximum  efficient  use  of 
available  runway  capacity.  Aircraft  load 
factors  are  a  widely  accepted  measure 
of  the  maximum  efhcient  use  of  aircraft. 
An  alternative  or  additional  criteria  for 
allocating  runway  slots  could  be  the 
load  factor  of  flights  to  and  from 
Washington  National  Airport  attained 
by  carriers  during  the  preceding  six 
month  period.  However,  in  order  to 
prevent  double  counting  some 
passengers,  the  DOT  invites  comments 
on  a  modification  to  the  traditional 
method  of  computing  load  factors,  i.e., 
the  ratio  of  enplanements  or 
deplanements  to  the  available  seats  on 
each  flight  out  of  or  into  Washington 
National  Airport. 

Once  each  carrier  is  awarded  a  total 
number  of  reservations  for  the  day,  the 
second  part  of  the  process  would 
commence — award  by  hour  of  day.  Each 
carrier  would  be  required  to  submit 
several  alternative  schedules  showing 
the  hourly  distribution  of  its  total  daily 
reservation  award.  The  number  of 
operations  in  each  schedule  alternative 
would  not  be  allowed  to  exceed  the 
carrier’s  total  daily  resexvaticm  award. 

In  addition,  each  carrier  would  be 
requested  to  provide  preference  rank  for 
each  alternative.  The  DOT  would 
attempt  to  develop  one  or  more  feasible 
consolidated  schedules  for  air  carriers 
and  for  air  taxis  from  the  alternative 
schedules  submitted  by  air  carriers  and 
air  taxis.  Feasible  schedules  would  be 
those  in  which  total  operations  in  each 
hour  do  not  exceed  the  IFR  hour 
reservation  maximum.  In  the  event  that 
more  than  one  consolidated  schedule  is 
feasible,  the  DOT  would  select  the 
consolidated  schedule  which  maximizes 
attainment  of  individual  carrier 
preferences  as  expressed  by  their 
preference  ranking  of  schedules. 

Participants  in  the  previously 
mentioned  week-long  evaluation 
exercise  (February  11-15, 1980) 
sponsored  by  the  FAA  and  conducted 
by  Econ,  Inc.,  simulated  application  of 
the  administrative  allocation  method 
described  above  in  the  context  of  the 
MIT/Flight  Transportation  Associates 
Airline  Management  game.  Comments  of 


‘Regulatory  Alternative  A  uses  all  nonstop 
service  as  a  basis  for  determining  the  number  of 
reservations  given  to  each  carrier.  After  further 
review  of  the  proposal  and  the  comments  received, 
alternatives  x,  y.  and/or  z  may  be  added  to 
proposed  Section  93.135(a)(1),  and  (b)(1). 


participants  in  the  exercise  with  respect 
to  the  administrative  procedure  are  set 
forth  below: 

•  The  weights  in  the  entitlement 
formula  are  arbitrary  and  cannot  be 
shown  to  favor  all  carriers  equally  at 
all  airports.  As  a  result,  carriers  would 
end  up  tailoring  their  schedules  to 
serve  the  entitlement  formula  rather 
than  passenger  convenience. 

•  The  method  might  favor  the  larger 
carrier  which  would  get  many  slots 
based  on  its  extensive  pattern  of 
service  and  large  volumes  of 
connecting  passengers. 

•  Computerized  consolidation  of 
individual  carrier  plans  may  never 
result  in  a  combination  which 
matches  the  hourly  quota 
necessitating  either  submission  of 
additional  alternative  plans  by 
carriers  or  some  other  adjustment  to 
develop  a  consolidated  plan. 

•  The  criteria  to  allocate  slots  should 
include  through  passengers. 

•  The  consolidated  plan  for  the  hourly 
use  of  slots  may  adopt  an  individual 
carrier's  least  desirable  alternative. 

•  The  administrative  method  might  be 
hnproved  simply  by  luniting  its  uscLto 
overall  allocation  of  slots  and  then 
using  a  scheduling  committee  to 
determine  hourly  allocations. 

•  Airlines  are  not  free  to  revamp 
schedules  capriciously  in  order  to 
accommodate  a  particular  allocation 
method.  A  schedule  change  at  one 
airport  has  a  ripple  effect  which 
impacts  other  segments  served  by  the 
same  flight. 

•  Incumbent  carriers  would  lack 
reasonable  certainty  of  obtaining  slots 
for  new  markets  and  would  have  to 
reduce  existing  services  to 
accommodate  new  carriers. 

Comments  are  invited  with  respect  to 

the  overall  mechanism,  the  specific 
weighting  factors  to  be  assigned  to  each 
component  of  the  allocation  formula,  the 
minimum  allocation  to  new  entrants,  the 
separate  applicability  to  both  the 
scheduled  airline  slots  and  the 
commuter  slots  and  the  set-aside  for 
essential  service. 

B.  Auctions 

In  a  market  economy,  scarce 
resources  are  normally  allocated  by 
means  of  a  price  mechanism.  One  price 
mechanism  that  has  been  suggested  as  a 
means  of  allocating  slots  at  National 
Airport  is  an  auction.  Auctions  may 
vary  as  to  whether  they  are  conducted 
orally  or  by  submission  of  sealed  bids. 
Auctions  may  begin  at  a  low  bid  and 
work  upward  to  a  final  price  or  begin  at 
a  high  price  and  work  downward  to  a 
final  price.  Final  auction  prices  may  be 
established  at  the  exact  value  of  each 


qualifying  bid  or  as  “one  price”  (the 
value  of  the  lowest  qualifying  bid  or  the 
highest  rejected  bid). 

Before  discussing  auction  variations, 
it  is  appropriate  to  point  out  that  in 
accordance  with  31  U.S.C.  482  and  483a, 
the  money  received  as  a  result  of  any 
auction  system  will  not  be  retained  by 
DOT  but  will  be  paid  into  the  Treasury 
of  the  United  States.  Other  disposition 
of  the  revenues,  although  not  now 
authorized  by  statute,  may  be  more 
appropriate.  For  example,  the  money 
received  as  a  result  of  any  auction 
system  could  be  paid  into  an 
appropriately  dedicated  fund  for 
National  Airport  or  some  other  aviation 
related  purpose.  Comments  are  invited 
on  potential  uses  and  legislation 
necessary  to  permit  them. 

It  should  be  clearly  understood  that 
the  auction  process  proposed  herein  is 
not  intended  to  replace  landing  fees. 
Landing  fees  are  only  intended  to 
recover  the  cost  of  maintaining  and 
operating  the  airfields;  they  do  not 
provide  for  and  are  not  related  to  a 
system  which  would  assure  efficiency  of 
access  through  the  navigable  airspace 
when  operating  to  or  frcm  a  particular 
airport,  which  is  not  what  is 
contemplated  by  this  auction  process. 

The  DOT  is  proposing  a  semi-annual 
procedure  (Alternative  B)  for  National 
Amport  with  separate  auctions  for  air 
carrier  and  commuter  reservations. 
Reservation  auctions  would  allow  for 
the  competitive  pricing  of  the 
reservations.  For  hours  when 
reservations  are  in  high  demand,  the 
price  of  a  reservation  would  be  high. 
Conversely,  for  hours  when  there  is  less 
demand  for  reservations,  the  price 
would  drop  toward  zero  and  would 
become  $1.00  if  there  is  excess  supply. 
The  specific  procedure  proposed  by 
DOT  consists  of  two  elements:  A 
"reservation  auction"  followed  by  a 
continuously  operating  “reservation 
exchange.”  The  auction  procedure 
termed  the  “Trading  Post  Auction”  is 
described  in  considerable  detail  in  a 
report  entitled  “The  Allocation  of 
Runway  Slots  by  Auction”  prepared  by 
Econ,  Inc.  A  copy  is  available  for  review 
in  the  docket.  The  proposal  for  air 
carriers  is  as  follows  (A  similar 
procedure  would  be  used  for  air  taxis): 

1.  Each  air  carrier  wanting  an  IFR 
reservation  would  be  required  to  submit, 
by  January  1  and  July  1  of  each  year, 
sealed  bids  for  the  reservations  that  it 
desires  for  the  six  month  period 
beginning  the  following  April  or 
October.  For  any  given  hour,  an  air 
carrier  could  bid  for  one  or  more 
reservations,  all  at  the  same  price  or  at 
differing  prices.  Each  bid  would  be 
required  to  identify  the  price  and 
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speciHc  hour  for  which  the  reservation 
is  requested.  A  carrier  may  submit  bids 
for  as  many  reservations  as  desired  in 
the  same  or  different  hours. 

2.  Within  72  hours  after  the  receipt 
deadline  for  initial  bids,  the  DOT  would 
make  public  the  aggregate  demand 
curves  for  each  hour  (but  not  the 
individual  airline  demand  curves],  the 
market  price  for  each  hour’s  slots  and  a 
conditional  allocation  of  the  number  of 
slots  that  they  would  have  obtained  as  a 
result  of  their  bids.  The  aggregate 
demand  would  be  arrived  at  by  adding 
together,  at  each  possible  price,  the 
number  of  slots  that  each  bidder  desires. 
Either  the  total  demand  would  be  equal 
to  or  less  than  the  supply  of  slots  that 
are  available,  in  which  case  all  demands 
are  met  at  a  dollar  price,  or  the  demand 
would  exceed  the  available  supply.  In 
the  case  of  excess  demand,  the  market 
price  would  be  established  at  the 
highest  bid  price  that  is  rejected.  For 
example,  at  Washington  National,  the 
air  carrier  quota  for  any  hour  would 
initially  be  set  at  36  slots  (as  adopted  in 
Amendment  Nos.  93-37  and  159-20).  The 
highest  bidders  for  the  36  slots  would 
obtain  them  at  the  highest  price  bid  but 
insufficient  to  obtain  the  36th  slot  which 
would  be  the  37th  highest  price  bid. 
Therefore,  all  successful  bidders  would 
pay  the  same  price  for  each  reservation 
at  that  hour. 

3.  If  the  conditional  allocations  and 
prices  are  agreeable  to  all  bidders,  an 
efbcient,  competitive  equilibrium  would 
have  been  found.  In  this  case,  all 
reservations  would  be  awarded  based 
upon  the  initial  bid  prices.  It  would  be 
expected,  however,  that  many  of  the 
bidders  would  not  be  satisHed  with  the 
initial  results.  ‘ 

4.  An  air  carrier  wishing  to  submit 
new  bids  would  be  allowed  to  do  so 
within  72  hours  after  the  DOT 
announces  tentative  awards  in 
accordance  with  proposed  §  93.135(a)(2]. 
Only  air  carriers  who  have  made  a  bid 
in  the  first  round  of  bidding  would  be 
allowed  to  submit  a  bid  in  a  subsequent 
round.  During  this  additional  round  of 
bidding,  a  bidder  would  bid  on  any 
number  of  reservations  in  any  hours. 

The  sealed,  secret,  individual  bids 
would  be  accumulated  by  the  same 

*  At  this  point  in  the  PRL  procedure,  for  any  single 
quota  airport  the  bidding  would  stop  and 
adjustments  would  have  to  occur  through  a 
secondary  slot  market.  The  proposal  described 
herein  continues  with  additional  rounds  of  bidding. 
This  is  why  the  allocations  are  considered 
conditional.The  first  round  gives  each  bidder 
information  concerning  the  demand  pressures  which 
exist  for  each  scheduling  hour.  On  the  basis  of  the 
information  obtained  about  the  results  of  the  first 
round  of  bidding,  and  of  each  air  carrier's  individual 
needs,  each  air  carrier  could  submit  new  bids  in  a 
second  round  of  the  slot  exchange  auction. 


procedure  employed  in  the  Hrst  round, 
and  new  conditional  allocations,  trading 
prices  and  total  demands  would  be 
announced.  This  process  is  repeated  so 
that  instead  of  a  one-time  auction,  there 
would  be  a  series  of  auctions.  Each 
iteration  would  increase  the  information 
available  to  the  bidders,  each  would  add 
to  the  bidder’s  insight  into  the  demand 
pressure  over  all  hours  of  the  day.  If,  at 
any  step,  no  bidder  wishes  to  change  its 
bid,  then  the  process  would  terminate  at 
an  equilibrium  solution. 

5.  After  any  72  hour  period  during 
which  no  bid  revisions  are  received  by 
the  DOT  or  if  the  only  bids  received, 
within  72  hours  since  the  DOT  last  made 
public  the  number  of  reservations 
requested,  are  minimally  different  from 
the  last  bids  received,  bidding  would 
close  and  prices  would  be  established. 

A  minimiun  difference  may  be  in  price 
or  in  the  number  of  bids  submitted.  The 
DOT  proposes  to  use  a  minimum  bid 
difference  procediure  to  establish  a 
bidding  “equilibrium”  that  will  preclude 
minor  fluctuations  in  carrier  bids 
unnecessarily  extending  the  time  it 
takes  to  accomplish  the  slot  auction. 
Based  on  the  FAA’s  experience  with  the 
auction  simulation  performed  last 
February,  the  DOT  proposes  that  a 
minimum  di^erence  be  established  as 
20%  or  less.  For  example,  if  the  last 
determined  bid  price  was  $40  per 
reservation  and  the  only  newly 
submitted  bid  for  that  hour  was  $47,  the 
new  bid  would  be  rejected  and  bidding 
would  be  closed  since  the  difference 
between  the  two  bid  prices  ($47-$40 
which  is  $7)  is  less  than  20%  of  the  last 
bid  price.  A  minimally  different 
submission  of  bids  would  be  a  change  in 
20%  or  less  of  the  overall  awards.  For 
example,  if  only  20  bids  are  submitted 
(out  of  a  total  522  bids  available  in  any 
day]  for  reservations,  bidding  would 
close  since  that  is  below  20%  of  the  total 
number  of  slots  available.  In  these 
instances,  the  bidders  would  be  required 
to  accept  that  slots  awarded  them  and 
the  obligations  of  payment  at  the  Hnal 
trading  post  prices. 

6.  Alternatively,  the  auction  would  be 
terminated  and  the  most  recent 
conditional  awards  and  prices  finalized, 
if  all  participating  bidders  inform  the 
DOT  within  24  hours  after  the 
announcement  of  conditional  awards 
that  they  elect  to  terminate  the  auction. 

7.  The  DOT  would  notify  each 
successful  bidder  in  writing  of  the 
amount  of  its  accepted  bid  prices.  The 
bidder  would  be  required  to  submit  to 
thr  DOT  payment  for  one-sixth  of  the 
total  amount  accepted  within  14  days 
after  it  has  received  such  notiHcation. 
The  balance  would  be  payable  in  ffve 


equal  increments  starting  on  the  1st  day 
of  the  reservation  period.  Succeeding 
payments  would  be  made  on  the  first 
day  of  each  month  until  the  balance  is 
paid. 

8.  At  any  time  between  award  of 
reservations  and  the  end  of  the  time 
period  over  which  they  were  purchased, 
reservation  owners  could  sell  their 
reservation  to  other  users  through  a 
DOT  reservation  exchange.  Any 
reservation  owner  wishing  to  sell  a 
reservation  and  any  air  carrier  or  air 
taxi  wishing  to  purchase  a  reservation 
would  notify  the  DOT  in  writing  of  its 
intention.  The  DOT  would  maintain  a 
list  of  available  reservations  and 
desired  reservations  and  bid  prices,  but 
the  names  of  the  bidders  and  offerors 
would  not  be  disclosed  until  the 
transaction  is  completed.  This  would 
eliminate  special  deals,  coUusion  or 
conspiracy  among  the  members  of  any 
class  of  user.  The  DOT  would  hold 
available  reservations  open  to  bids  for  a 
minimum  of  24  hours  after  notification  of 
their  availability.  The  DOT  would  sell 
the  reservation  to  the  highest  bidder, 
however,  the  seller  would  not  receive 
more  for  the  particular  slot  than  it  paid. 
The  excess  amount  over  the  original 
purchase  price  would  be  paid  to  the 
Treasury  (imless  authority  is  obtained  to 
place  the  money  elsewhere,  as 
previously  discussed].  The  seller  would 
be  absolved  of  any  payment 
requirement  associated  with  the 
relinquished  reservation  provided  that 
the  resale  price  received  by  the  DOT  is 
equal  to  or  exceeds  the  seller’s  payment 
obligation.  Air  carrier  reservations  could 
be  purchased  by  air  carriers  or 
scheduled  air  taxis  while  scheduled  air 
taxi  reservations  could  be  purchased  by 
scheduled  air  taxis  only. 

In  support  of  a  market  mechanism  for 
allocating  slots  at  airports  with  quotas, 
the  Department  of  Justice  stated: 

By  requiring  carriers  to  compete  and  pay 
for  slots  in  the  marketplace,  carriers 
operating  in  the  markets  that  placed  the 
greatest  demand  on  access  to  these  airports 
would  have  the  greatest  incentive  to  acquire 
them.  In  this  way,  consumer  welfare  would 
be  maximized,  thereby,  furthering  Congress’ 
intent  to  rely  on  market  forces  to  allocate 
scarce  transportation  resources. 

Increased  economic  efficiency  would 
result  from  several  changes  emanating 
from  a  price  allocation  system.  By 
requiring  carriers  to  pay  explicitly  for 
slot  rights,  an  auction  method  would 
assure  that  tbe  slots  go  to  those  carriers 
that  can  most  profitably  use  them.  New 
entry  and  expansion  by  the  more 
efficient  carriers  would  be  encouraged, 
while  less  efficient  carriers  would  be 
discouraged  from  entering  or  expanding 
at  the  airport. 
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By  creating  a  marketplace  for  slots,  a 
carrier  desiring  to  discontinue  marginal 
or  unprofitable  servicelo  a  high  density 
airport  could  sell  its  slots  in  the 
secondary  market  and  thereby  be 
relieved  of  slot  payment  requirements.  If 
the  carrier  decides  at  a  future  date  to 
reenter  the  high  density  airport,  it  could 
either  buy  slots  in  the  secondary  market 
or  await  the  next  periodic  auction  and 
bid  for  slots  directly.  The  auction 
process  would  further  work  to  improve 
efficiency  by  permitting  carriers  to 
dispose  of  slots  without  affecting  their 
future  ability  to  obtain  slots.  Under  the 
scheduling  committee  process,  airlines 
are  reluctant  to  release  a  slot  since  their 
chances  of  ever  getting  the  slot  back  are 
diminished  as  demand  for  slots 
increases. 

One  of  the  key  areas  addressed  during 
the  development  of  the  Policy  for  the 
Metropolitan  Washington  Airports  was 
the  redistribution  of  passenger  traffic 
from  National  Airport  to  Dulles  or 
Baltimore-Washington  International 
Airports.  With  slots  at  National  free  for 
the  asking  (within  the  quota  ceilings], 
carriers  have  little  incentive  to  establish 
connecting  networks  at  the  other  two 
airports.  By  charging  for  the  slots  at 
National,  via  an  auction  system,  it  is 
expected  that  the  cost  of  providmg 
service  between  any  other  market  and 
Washington  wriD  rise  for  service 
provided  from  National  relative  to  that 
provided  from  either  of  the  other  two 
airports.  Thus,  there  could  be  a  cost 
advantage  resulting  from  operating  at 
either  Dulles  or  Baltimore  Washington 
International  that  could  be  reflected  in 
lower  fares,  thereby  promoting  not  only 
the  Metropolitan  Washington  Airports 
Policy,  but  also  the  objectives  of  the 
Airline  Deregulation  Act.  Even  though 
there  is  a  possibility  that  some  carriers 
would  choose  not  to  reflect  the 
additional  cost  of  serving  National  by 
passing  it  through  to  National 
passengers  through  higher  fares,  the 
higher  cost  of  National  operations  would 
nevertheless  create  an  incentive  for 
increased  flights  at  the  other  airports. 

While  the  Department  of  Justice 
recommends  development  of  a  market 
based  system  for  allocating  slots,  there 
are  some  further  considerations  that  it 
proposes.  Specifically: 

•  The  market  mechanism  chosen 
should  result  in  the  last  added  costs  to 
carriers  so  that  fares  do  not  rise  unduly: 

•  The  objective  of  the  system  should 
not  be  to  generate  as  much  revenue  as 
possible,  but  rather,  only  to  require  the 
minimum  amount  of  expenditure 
necessary  to  assure  that  slots  go  to  the 
carriers  that  value  them  most; 

•  Any  market  mechanism  should  take 
into  account  the  needs  of,  and  problems 


associated  with,  small  community 
sovice; 

•  A  computerized  secondary  market 
designed  to  facilitate  expeditious  buying 
and  selling  of  slots  should  accompany 
the  market  mechanism; 

•  The  iirterval  between  auctions 
should  be  one  that  balances  the  reliance 
on  the  primary  auction  market  and  the 
secondary  market. 

In  commenting  on  the  PRL  report, 
carriers  and  trade  organizations  almost 
universally  opposed  the  specific 
recommendations  of  the  PRL  report  and 
the  general  concept  of  slot  auctions. 
Comments  by  foreign  flag  operators  will 
receive  careful  attention  if  the  DOT 
considers  auctions  at  high  density 
airports  where  international  service  is 
provided,  but  the  specific  issues  of 
international  agreements  are  not 
germane  to  this  NRPM  because  it 
addresses  only  National  Airport  which 
does  not  serve  foreign  air  carriers.  Some 
of  these  considerations  are,  however, 
relevant  to  review  of  comments  in  this 
rulemaking,  since  the  procedures 
developed  under  it  will  serve  as  a  model 
if  implemented  at  National  Airport.  The 
analysis  of  the  PRL  proposal  submitted 
by  British  Airways  is  typical  of  those 
received  and  is  includ^  in  the  docket 
for  public  review. 

Tlie  arguments  set  forth  in  opposition 
to  an  auction  (or  other  market) 
mechanism  are  set  forth  below. 

•  Airport  development  involves  a 
complex  balancing  of  commercial, 
environmental  and  land-use  policies, 
and  of  Federal  and  local  perspectives, 
which  our  society  has  firmly  committed 
to  the  political  process  rather  than  blind 
economic  forces. 

•  Lack  of  airport  capacity  in  the  U.S. 
and  elsewhere  does  not  arise  from  a 
lack  of  available  development  funds  and 
will  not  be  alleviated  by  the  “profits” 
generated  by  auctions. 

•  An  alternative  use  of  the  funds  might 
be  to  subsidize  off-peak  traffic,  which  is 
the  very  kind  of  cross-subsidization 
among  airline  passengers  and  shippers 
that  the  pro-competitive  policies  of  the 
Airline  Deregulation  Act  are  intended  to 
eliminate. 

•  The  auction  principle  ignores  the 
policy  of  the  United  States,  in  company 
with  most  of  the  world,  to  regard  the 
provision  of  airport  services  as  a 
Governmental  or  public  utility  monopoly 
which  must  be  undertaken  on  a 
nondiscriminatory  basis  for  reasonable, 
cost-related  fees. 

•  In  the  International  Air  Services 
Transit  Agreement,  59  Stat.  1693  (1945), 
in  force  between  the  United  States  and 
86  other  nations,  the  United  States  has 
committed  itself  to  impose,  or  permit  to 
be  imposed  on  international  air  services 


only  “just  and  reasonable  charges”  for 
the  use  of  American  airports,  and 
further,  that  “these  charges  shall  not  be 
higher  than  would  be  paid  for  the  use  of 
such  airports  and  facilities  by  U.S. 
aircraft  operators  engaged  in  similar 
international  services.”  These 
obligations  are  reiterated  in  one  form  or 
another  in  every  bilateral  air  service 
agreement  the  United  States  has  made 
with  other  nations. 

•  The  slot  auction  approach  to 
financing  airport  development  is 
inconsistent  with  the  balance  Congress 
struck  in  the  Airport  and  Airway 
Revenue  Act  of  1970  for  allocating  the 
development  burden  among  the  classes 
of  users.  Specifically,  would  the 
revenues  generated  by  the  slot  auctions 
be  in  addition  to  or  instead  of  the  tax 
structure  currently  in  place? 

•  The  efficiencies  that  proponents  of  a 
slot  auction  foresee  are  based  on  a 
misunderstanding  of  airline  operational 
and  their  economics.  An  auction  for 
airport  slots  where  the  bidding  is 
heavily  influenced  by  operations  and 
scheduling  constraints  as  well  as  sunk 
marketing  and  capital  costs  will  not 
ensure  that  slots  are  allocated  to  the 
carriers  that  can  use  them  most 
profitably.  Nor  will  It  ensure  that  slots 
are  awarded  to  the  most  effident 
carriers,  enabling  them  to  enter  new 
markets  and  grow  in  existing  ones. 

•  The  bidding  system  will  not  result  In 
the  use  of  slots  by  more  efficient 
carriers,  but  by  carriers  serving  large 
long-haul  markets.  Market  economics 
(costs  and  revenue  for  city-pair  service) 
and  not  necessarily  airline  efficiency 
will  tend  to  be  the  driving  factor  in 
determining  how  much  will  be  bid  for  a 
slot.  The  longer  the  market,  the  bigger 
the  revenue.  The  long-haul  markets  also 
have  a  marked  cost  advantage  since 
average  seat-mile  costs  decline  sharply 
with  stage-length.  The  advantage  is 
compounded  in  bigger  markets  where 
larger  aircraft  with  more  revenue  per 
plane  mile  and  lower  average  seat  mile 
costs  can  be  utilized. 

In  conjunction  with  the  preceding 
points,  comments  are  invited  with 
respect  ot  the  basis  for  such  arguments 
given  the  fact  that  under  any  of  the 
market  mechanisms  being  considered  all 
carriers  would  pay  the  same  price  for  a 
slot  during  a  given  time  period.  Price 
discrimination  would  occur  between 
time  periods  and  not  specifically 
between  carriers. 

•  Two  analyses  submitted  by 
Piedmont  Airlines  and  the  Commuter 
Airlines  Association  of  America  are 
available  in  the  docket  for  review. 

These  studies  conclude  that  an  auction 
procedure  would  result  in  a  loss  of 
service  in  short-haul  markets,  impair 
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connecting  services  and  in  general  have 
a  disproportionate  impact  on  those 
airlines  that  provide  service  to  small 
communities  using  small  aircraft.  As  a 
result,  that  service  which  would  be 
provided  to  small  communities  would  be 
a  significantly  higher  prices. 

These  comments  raise  the  question  of 
compatibility  between  the  auction 
method  of  allocating  slots  and  the 
proposed  policy  of  maintaining  National 
Airport’s  role  as  that  of  the  region’s 
“medium”  and  “short  haul”  airport. 
Respondents  are  requested  to  address 
the  issue  of  slot  auctions  at  National 
Airport  and  the  impact  that  it  might 
have  on  the  relative  air  service  roles 
that  might  result  between  National, 
Dulles  and  Baltimore-Washington 
Airports.  The  DOT  is  also  interested  in 
receiving  any  substantive  data  or 
analyses  that  address  the  issues  raised 
by  both  proponents  and  opponents  of 
slot  auctions. 

The  DOT  solicits  comments  on  the 
auction  as  proposed  (Alternative  B).  In 
addition  to  seeking  comments  on  the 
entire  proposal,  the  DOT  speciflcally 
seeks  comments  on  the  following: 

1.  As  an  alternative  form  of  auction, 
the  agency  is  considering  a  one  round 
only  auction  process.  Under  this 
procedure,  bids  would  only  be  accepted 
under  proposed  §  93.135(a)(1). 
Subsequent  rounds  of  bidding  would  not 
be  accepted.  The  agency  solicits 
comments  on  this  one  step  auction  as 
opposed  to  the  multi-step  or  ‘Trading 
Post’’  auction. 

2.  Under  the  proposal,  bids  must  be 
submitted  for  the  hourly  reservation 
requested.  Reservations  would  be 
awarded  for  the  entire  auction  period. 
Bids  would  not  be  accepted  for  only 
certain  days  during  the  auction  period. 
The  DOT  will  consider  a  modification  to 
the  proposal  which  would  allow  bids  to 
be  submitted  for  only  certain  days 
during  the  auction  period.  Comments  are 
solicited  on  this  suggested  modiHcation. 

3.  The  DOT  seeks  comments  on  the 
time  periods  contained  in  the  proposal. 
Particularly  solicited  are  comments  on 
whether  the  time  periods  would  give  air 
carriers  or  air  taxis  sufficient  time  to 
plan  schedules.  If  the  proposed  time 
schedules  are  unacceptable,  then 
commenters  are  requested  to  submit 
alternate  time  schedules. 

4.  Under  the  proposal,  there  is  no 
requirement  that  reservations  purchased 
be  utilized  (although  payment  must  be 
made  without  regard  to  reservation  use). 
The  DOT  solicits  comments  on  the 
feasability  of  requiring  that  all 
reservations  obtained  be  utilized  for  a 
minimum  number  of  days  each  auction 
period.  If  not  utilized  that  minimum 


amount  of  time,  the  reservation  might  be 
forfeited, 

5.  Comments  are  also  requested  with 
respect  to  the  “slot  exchange”  concept, 
the  necessity  for  a  secondary  market 
and  the  appropriateness  of  allowing 
airlines  to  proHt  (or  incur  losses) 
through  the  sale  of  slots. 

6.  Comments  are  also  solicited  on 
what  should  be  considered  as 
“minimally  different”  in  accordance 
with  proposed  (Alternative  B) 

§  93.135(a)(6). 

C.  Scheduling  Committees 

As  noted  above,  the  high  density 
airport  rules  limit  the  number  of  slots 
that  may  be  utilized  per  hour  at  four 
airports:  Washington  National, 
LaGuardia,  John  F.  Kennedy 
International,  and  O’Hare.  In  lieu  of 
individual  reservation  requests  for  the 
slots,  the  FAA  accepts  for  each  airport  a 
consolidated  schedide  allocating  slot 
reservations  among  diHerent  air  carriers 
submitted  by  the  Air  Transport 
Association  (ATA).  Airline  scheduling 
committees,  made  up  of  representatives 
of  the  air  carriers  and  chaired  by  the 
ATA,  work  up  the  schedule  on  Ae  basis 
of  unanimous  agreement.  The  Civil 
Aeronautics  Board  is  currently 
investigating  whether  slot  agreements 
.substantially  reduce  or  eliminate 
competition  within  the  meaning  of 
Section  412  of  the  Federal  Aviation  Act 
and  whether  it  should  continue  to  grant 
anti-trust  immunity  to  slot  ageements 
(80-9- ).  Civil  Aeronautics  Board 
permission  in  the  form  of  an  antitrust 
law  exemption  is  required  for  the 
Committees  to  operate.  (Section  414  of 
the  Federal  Aviation  Act,  49  U.S.C. 

1384).  The  Department  of  Justice,  which 
will  inherit  the  exemption-granting 
authority  when  the  Board  expires  in 
1985,  has  also  opposed  the  scheduling 
committees  as  anticompetitive.  WHiile 
the  DOT  does  not  have  statutory 
authority  to  authorize  the  continued 
operation  of  the  committees,  it  is 
soliciting  comments  on  them  as  part  of 
its  consideration  of  a  non-action 
alternative. 

If,  in  the  light  of  public  comments,  the 
Department  of  Transportation  concludes 
that  the  committee  does  not  have  a 
serious  anticompetitive  effect,  and  that 
it  results  in  an  economically  efbcient 
pattern  of  air  service  or  that  its 
operations  can  be  modified  in  some 
manner  to  cure  its  perceived 
deficiencies,  the  Department  will  be 
prepared  to  make  appropriate 
recommendations  to  the  Board  and  the 
Justice  Department. 

Scheduling  committees  operate  under 
a  strict  set  of  rules  designed  to  prevent 
collusion  and  overtly  anticompetitive 


behavior.  To  a  degree,  they  are 
successful;  they  are  criticized  on 
antitrust  grounds  for  faults  inherent  in 
their  processes,  not  for  active 
anticompetitive  behavior.  Members  of 
the  committee  are  identiffed  by  carrier 
name  only.  Economic  matters,  including 
the  routes  to  be  flown  with  the  slots 
each  carrier  seeks,  may  not  be 
discussed.  Side  agreements  are  not 
permitted,  and  individual  carriers  are 
not  permitted  to  make  direct  exchanges 
of  slots.  All  proposals  are  made 
publicly.  Committee  meetings  are  not 
“resolved.”  that  is,  a  consolidated 
schedule  is  not  adopted,  until 
unanimous  agreement  has  been  reached. 

At  the  beginning  of  each  scheduling 
committee  meeting,  each  carrier  submits 
a  list  of  the  slots  it.desires  for  each  hoiur. 
The  chairman,-  an  AtA  employee,  begins 
negotiations  by  attempting  to  persuade 
the  members  to  reduce  their  request, 
especially  for  the  most  desirable  hours 
where  requests  often  far  exceed  the 
number  of  slots  available,  calling  the 
roll  of  airlines  in  alphabetical  order. 
When  the  total  number  of  slots  has  been 
reduced  to  a  level  close  to  the  total 
number  of  slots  available  for  the  day, 
the  chairman  directs  the  Conunittee’s 
attention  to  the  “sliding”  process.  At 
this  stage,  the  carriers  are  asked  to  shift 
slot  requests  for  hours  in  which  total 
requests  exceed  the  hourly  limitation  to 
other  hours  that  are  undersubscribed.  At 
any  time  in  the  proceeding,  the  chair 
accepts  proposed  “exercises”  ffom  the 
members,  such  as  a  shift  in  the  basic 
consolidated  schedule  being  discussed 
by  a  uniform  percentage  reduction  for 
each  carrier,  or  by  taking  a  prior 
season’s  schedule  as  a  starting  point.  An 
individual  carrier  also  may  make  a 
unilateral  offer  of  a  package  of 
reductions  and  “slides”  of  its  own 
request,  which  is  often  followed  by 
corresponding  offers  from  other  carriers. 
When  all  carriers  agree  on  a 
consolidated  schedule,  the  meeting  is 
“resolved,”  and  the  ATA  submits  the 
schedule  to  the  FAA.  If,  after  the 
meeting,  a  carrier  notibes  the  ATA  that 
it  is  not  using  a  slot  or  slots,  the 
members  of  theGommittee  are  notified 
and  another  carrier  is  permitted  to  use 
it. 

This  process  has  been  criticized  for  a 
number  of  weaknesses: 

— ^The  Committee’s  decisions  do  not 
turn  on  the  economic  efficiency  of 
particular  flights,  and  their  results  are 
not  necessarily  economically  efHcient 
overall. 

— ^The  negotiation  process  tends  to 
lead  participants  to  overstate  their 
needs  and  cling  to  more  slots  than 
necessary  in  order  to  protect  their 
position  for  futiu'e  meetings. 
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— ^The  veto  each  airline  holds  on  the 
entire  process,  enables  full  participation 
by  new  entrants,  but  allows  them  to 
insist  on  more  slots  than  they  can 
economically  use. 

— ^There  is  no  penalty  for  failure  to  use 
slots. 

— The  outcome  of  the  meetings 
depends  largely  on  what  the  carriers 
expect  to  happen  if  they  do  not  agree. 
Their  perception  of  what  the  DOT  or  the 
Congress  would  mandate  in  the  absence 
of  agreement  skews  the  results  in  a  way 
that  does  not  provide  for  economic 
efficiency. 

— While  the  scheduling  committee 
agreement  recognizes  that  carriers  have 
no  continuing  right  to  the  slots  they  use, 
the  carriers  view  their  previous 
allocations  as  “entitlements,”  and  are 
reluctant  to  accept  fewer  slots. 

Those  favoring  the  scheduling 
committees  argue  that  they  do  in  fact 
make  economically  soimd  decisions, 
that  the  alleged  distortions  in  the 
process  are  negligible,  if  they  exist  at 
all,  and  that  the  process  is  efficient,  with 
minimal  cost  to  the  carriers  and  none  to 
the  Government. 

The  DOT  invites  specihc  comments 
on  the  appropriateness  of  the  operations 
of  the  present  committee  system,  as  well 
as  any  suggestions  for  modihcations  to 
the  ndes  under  which  the  committees 
function  that  would  improve  the  results. 
In  addition,  comments  are  invited  on  the 
current  system  used  to  allocate  air  taxi 
slots.  Under  that  system,  slots  allocated 
to  commuters  are  essentially  frozen. 

New  entrants  or  additional  flights  by  a 
given  air  taxi  can  only  be  added  when 
another  air  taxi  relinquishes  a  slot  or 
when  the  number  of  slots  is  increased. 
These  will  be  weighed  against 
objections  to  aspects  of  the  auction  and 
administrative  allocation  process  to 
determine  whether  regulatory  action 
under  Alternatives  A  or  B  is  advisable. 

In  addition,  these  conunents  will  be 
considered  if  Alternative  A  or  B  is 
adopted  and  proves  unworkable, 
inefficient,  or  otherwise  undesirable  in 
actual  practice. 

D.  Air  Carrier  Subcategories  for 
Allocation 

Part  93  of  the  Federal  Aviation 
Regulations  divides  the  available  slots 
at  Washington  National  Airport  into 
three  broad  categories:  Air  carriers 
(scheduled  operations  of  aircraft  with 
more  than  56  seats);  commuters 
(scheduled  operations  of  aircraft  with  56 
seats  or  less);  and  genera)  aviation  (all 
operations  not  included  in  the  other  two 
oatetories).  As  set  forth  above,  the  three 
alternatives  would  in  effect  require 
users  seeking  slots  to  compete  against 


other  users  in  the  same  category,  but  not 
against  users  in  some  other  category. 

In  the  past,  several  airlines  that 
primarily  serve  small  or  non-hub 
markets  have  indicated  to  the  DOT  that 
they  could  not  compete  on  an  economic 
basis  for  slots  against  carriers  serving 
long-distance,  dense,  high-proHt 
markets.  In  a  similar  vein, 
representatives  of  many  small  cities 
currently  being  served  with  nonstop 
service  at  National  Airport  have  also 
expressed  a  concern  that  with  fewer 
slots  available,  increased  demand  for 
slots,  and  an  allocation  mechanism 
based  upon  “economics”  or  “market 
efficiency,”  they  would  lose  service 
altogether.  The  concerns  of  both  the 
carriers  and  the  communities  served 
have  some  basis  in  fact,  since  the  trend 
in  slot  usage  at  Washington  National,  as 
at  other  major  airports,  has  been  toward 
the  more  profitable  longer  haul  and/or 
high  passenger  level  markets. 

There  are  a  number  of  ways  to  reduce 
the  potential  adverse  impact  on  smaller 
communities  that  currently  have 
nonstop  service  to  Washington 
National.  At  the  one  extreme,  one  could 
“grandfather”  the  existing  slots  to 
guarantee  the  present  level  of  service.  If 
a  carrier  chose  to  drop  service  to  a 
specihc  city,  it  would  lose  its  slots  to 
any  other  carrier  who  offered  to  serve 
the  -affected  city.  Only  if  there  were  no 
carriers  willing  to  provide  such  service 
could  the  slots  be  used  to  serve  some 
other  city.  The  DOT  has  decided  not  to 
consider  such  a  system  to  preserve  the 
status  quo.  Such  grandfathering  would 
not  be  responsive  to  the  needs  of  those 
communities  that  do  not  currently  have 
such  service,  nor  would  it  be  responsive 
to  changing  economic  or  market 
conditions.  Indeed,  it  might  even 
preserve  service  even  if  there  was  no 
need  for  it. 

To  address  these  concerns  more 
flexibly,  the  DOT  is  considering 
adoption  of  a  mechanism  for  stratifying 
the  markets  served  from  National 
Airport  by  scheduled  air  carriers  into 
market  subsets.  Alternative  bases  for 
these  subsets  could  be: 

•  Distance  from  Washington,  D.C.  (e.g. 

concentric  rings) 

•  Geographic  quadrants  within  1000  mile 

perimeter  (e.g.  New  England,  Middle 

Atlantic,  Southeast,  etc.) 

•  City  hub-size 

While  each  of  these  methods  has 
advantages  and  disadvantages,  the  DOT 
presently  believes  that  city  hub-size  be 
the  criteria  for  an  initial  division  of  the 
air  carrier  slots  into  subsets  which 
would  then  be  further  allocated  to 
specific  carriers  through  one  of  the 
mechanisms  described  elsewhere  in  this 
NPRM. 


The  process  ’’  would  start  with  a 
determination  of  the  percent  of  total 
slots  which  are  currently  being  used  to 
serve  the  three  market  categories. 
During  June,  1980,  the  distribution  was: 


Percent 


Large  hub . . . . . . .  54 

Medium  hub _ _ _ _ _ _ _  28 

Small  nonhub . . . . . . .  IS 

These  percentages  would  then  be 
applied  to  the  total  number  of  slots  to  be 
made  available  during  the  forthcoming 
scheduling  period.  This  would  set  the 
size  of  the  three  air  carrier 
“submarkets.” 

The  second  phase  would  be  to 
allocate  the  slots  independently  in  each 
of  these  submarkets  using  either 
scheduling  committees,  slot  auctions  or 
the  administrative  procedure.  There 
would  be  no  transfer  of  slots  between 
“submarkets”  unless  the  total  demand 
for  slots  fell  short  of  the  number 
available.  Using  hub  size  as  a  criteria 
for  establishing  the  allocation  subset 
has  the  advantage  of  placing  together 
markets  of  relatively  comparable 
economic  strength.  While  this 
mechanism  would  not  guarantee  that 
every  small  or  nonhub  would  continue 
to  receive  the  same  amount  of  non-stop 
service  to  and  horn  Washington 
National,  it  would  tend  to  protect  these 
markets  from  losing  slots  to  the  larger 
markets,  and  to  compete  more  equitably 
for  a  limited  resource  with  similarly 
situated  competitors. 

The  DOT  would  be  interested  in  any 
comments  pertaining  to: 

•  The  need  for  p  two-step  process  for 
air  carrier  slot  allocation; 

•  Alternative  criteria  for  subdividing 
the  air  carrier  allocation  and  supporting 
rationale; 

•  Criteria  for  reallocating  slots  among 
allocation  subgroups,  if  relevant; 

•  The  basis  for  determining  how  many 
slots  are  allocated  to  each  category  of 
airports  in  subsequent  scheduling 
periods; 

•  The  distribution  of  slots  by  hour  of 
day  by  airport  classification. 

With  respect  to  the  possible  two-step 
process  for  allocation,  DOT  is  also 
proposing  that  if  the  slots  are  not  used 
to  serve  the  specified  hub  type,  they 
would  revert  to  the  DOT  for 
reallocation. 


’No  specific  regulatory  language  is  proposed  in 
(his  NPRM  implementing  this  proposal.  For  purpose 
of  submittal  of  comments,  commented  should 
assmne  that  any  final  rule  relating  to  ah  easvier 
subcategories  would  include  an  amendment  to 
i  93.123  which  would  break  ttie  hourly  air  carrier 
IFR  operations  permitted  at  Washington  National 
Airport  into  subcategories  with  speciHc  allocation 
for  each  category. 
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General  Aviation  Fees 

Many  of  the  respondents  to  the  PRL 
study  have  raised  the  issue  of  pricing  of 
access  for  general  aviation.  Given 
limited  resources  (slots)  and  the  desire 
to  achieve  economic  efficiency,  they 
contend  that  it  is  inefficient  to  allocate 
slots  specifically  to  general  aviation 
users.  Rather,  they  contend,  such  users 
should  cohipete  in  the  auction  process 
for  slots.  In  opposition  to  this  is  the 
argument  that  general  aviation  users  do 
not  require  slots  on  a  regularly 
scheduled  basis.  The  specific  issue  of 
slots  distribution  among  types  of  users 
was  addressed  in  the  Airports  Policy, 
this  NPRM  addresses  the  issue  of  slot 
allocation  among  users  within  a  class. 

Two  latematives  are  being 
considered. 

Alternative  1 — Continue  the  present 
system  of  landing  feps.  This  would  not 
require  a  regulatory  change. 

Alternative  2 — Set  the  fee  for  the  use 
of  a  reservation  (takeoff  or  landing)  in 
any  hour  at  the  bid  price  established 
during  the  auction  for  scheduled  air  taxi 
reservations,  this  alternate  (proposed 
§  93.135(f))  would  only  be  promulgated  if 
Allocation  Alternate  B  is  issued.  In  this 
connection,  it  must  be  noted  that  if  an 
additional  fee  is  imposed  on  general 
aviation,  those  falling  within  this  class 
of  user,  as  well  as  all  others  wishing  to 
operate  at  DCA,  would  utilize  other 
airports  in  the  area  including  Dulles 
International  Airport.  The  imposition  of 
such  a  fee  would  be  consistent  with  the 
court’s  decision  in  Aircraft  Owners  and 
Pilots  Association  v.  Port  Authority  of 
New  York  (305  F.  Supp.  93, 1909). 

Comments  with  respect  to  these 
alternatives  are  solicited. 

Extra  Sections 

It  may  be  advisable  to  establish  a 
pricing  mechanism  for  extra  sections 
authorized  under  current  §  93.123(b)(4)  if 
an  auction  slot  allocation  is  adopted. 

The  mechanism  proposed  for  this 
alternative  is  that  the  same  bid  price  for 
the  first  section  would  be  charged  for 
each  extra  section.  This  would  require  a 
regulatory  change  which  is  reflected  in 
the  Extra  Section  Alternate.  Under  this 
proposal  the  exemption  for  extra 
sections  would  remain  in  §  93.123(b)(4); 
however,  the  air  carrier  utilizing  that 
extra  section  would  pay  the  same  bid 
price  for  the  reservation  as  is  paid  by 
other  air  carriers  for  reservations  during 
the  hour  in  which  the  extra  section  is 
operated. 

Comments  are  requested  on  whether 
such  a  provision  is  necessary  or 
advisable. 


Effective  Date 

DOT  expects  that  it  will  need  several 
months  after  the  close  of  the  comment 
period  to  analyze  the  comments 
received.  In  addition.xthe  DOT  believes 
that  the  effective  date  of  the  final  rule 
will  be  90  days  after  issuance  of  the 
rule.  Comments  on  the  effective  date  are 
invited. 

Proposed  Amendment 

In  consideration  of  the  above,  the 
DOT  proposes  to  amend  subpart  K  of 
Part  93  of  the  Federal  Aviation 
Regulations  (14  C.F.R.  Part  93)  as 
follows: 

Allocation  Alternate  A:  By  adding  a 
new  §  93.135  to  Subpart  K  as  follows: 

§  93.135  Allocations  at  Washington 
National  Airport. 

(a)  ire  reservations  for  air  carriers  at 
Washington  National  Airport  as  limited 
by  §  93.123  shall  be  allocated  in 
accordance  with  the  following 
procedure: 

(1)  By  January  1  and  July  1  of  each 
year,  each  air  carrier  that  wants  IFR 
reservations  shall  submit  to  the  DOT  a 
reservation  request  which  contains  the 
following  information — 

(1)  A  list  of  all  reservations  requested 
per  hour, 

(ii)  A  certified  statement  setting  forth 
the  total  enplanements  and 
deplanements  at  Washington  National 
Airport  during  the  preceding  twelve- 
month  period; 

(iii)  the  total  number  of  operations  at 
Washington  National  Airport  during  the 
preceding  twelve-month  period; 

(iv)  A  list  of  reservations  held  during 
the  preceding  six-month  period  showing 
effective  dates,  actual  utilization,  and 
equipment  used; 

(v)  A  list  of  all  cities  provided  nonstop 
service  to  or  from  Washington  National 
airport  during  the  preceding  twelve¬ 
month  period;  and 

(vi)  A  list  of  all  essential  service 
determinations  made  by  the  CAB 
designating  service  to  the  Washington 
area  as  essential  and  currently  being 
served  through  Washington  National 
Airport  and  the  subject  carrier. 

(2)  Within  72  hours  after  the  deadline 
for  receipt  of  reservation  requests,  the 
DOT  shall  make  public  the  total  number 
of  reservations  requested  and  the  total 
number  of  reservations  per  day  awarded 
each  carrier. 

(3)  If  the  total  number  of  reservations 
requested  by  all  air  carriers  for  the  day 
are  less  than  or  equal  to  the  number  of 
reservations  available  for  the  day,  each 
carrier  shall  be  awarded  the  total 
number  of  daily  reservations  it 
requested.  If  the  total  number  of 
reservations  requested  for  each  hour  of 


the  day  by  all  air  carriers  is  less  than  or 
equal  to  the  total  available  fpr  the  hour, 
each  carrier  shall  be  aw'arded  the 
number  of  reservations  requested  each 
hour. 

(4)  If  the  number  of  reservations 
requested  for  the  day  by  all  air  carriers 
exceeds  the  number  available,  each 
requesting  carrier  shall  be  awarded  a 
total  of  four  reservations  per  day  (but 
not  more  than  the  number  requested) 
plus  two  reservations  per  day  for  each 
minimum  essential  service  flight 
specified  by  the  CAB  involving 
Washington  National  Airport  and  the 
subject  air  carrier.  This  initial  award 
shall  be  termed  “exempted 
reservations.”  The  remaining  total 
number  of  daily  reservations  (termed 
“nonexempted  reservations”)  shall  be 
awarded  to  each  carrier  bas^  upon  the 
following  procedure: 

(i)  Each  carrier  presently  serving  the 
airport  shall  at  the  minimum  either  be 
awarded  the  lesser  of  (A)  its  requested 
total  number  of  nonexempted 
reservations  (requested  reservations, 
less  exemptions),  or  (B)  the  number  of 
reservations  calculated  according  to  the 
following  entitlement  formula  and 
rounded  to  integers. 

Ai = .5(  A)Bi  +  .3(  A)Pi  +  .2(  A)Ci 

where: 

Ai — carrier's  allocation  of  total  nonexempted 
slots  to  be  allocated 

A — total  nonexempted  reservations  to  be 
allocated 

Bi — carrier's  relative  share  of  total  daily  slots 
during  the  preceding  period 
Pi — carrier’s  relative  share  of  total 

enplanements  and  deplanements  at  the 
airport  during  the  preceding  period 
Ci — ratio  of  number  of  cities  served  directly 
by  the  air  carrier  from  the  airport  to  the  • 
sum  of  the  number  of  cities  served 
directly  from  the  airport  by  all  carriers 
i — subscript  denoting  individual  carrier 

(ii)  If  the  allocation  of  any  carrier 
calculated  according  to  the  entitlement 
formula  given  in  paragraph  (a)(4)(i)  of 
this  section  exceeds  the  number  of 
nonexempted  reservations  requested  by 
the  carrier,  the  excess  number  of  slots 
shall  be  awarded  to  carriers  desiring 
more  nonexempted  reservations  than 
they  are  awarded  by  the  entitlement 
formula.  Such  awards  shall  be  in 
proportion  to  the  recipient  airline's 
relative  share  of  total  entitlements. 

(5)  If,  in  accordance  with  paragraphs 
(a)(3)  or  (a)(4)  of  this  section,  air  carriers 
are  awarded  a  total  number  of 
reservations  per  day,  but  no  hourly 
award  is  made,  within  30  days  from  the 
date  of  this  award,  each  carrier  must 
submit  to  the  DOT  a  number  of 
alternative  plans  specifying  the  hour  by 
hour  utilization  of  its  awarded  slots. 
Each  carrier  shall  submit  a  minimum 
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number  of  plans  where  the  minimum 
number  is  equal  to  the  square  root  of  the 
number  of  total  slots  awarded  (both 
exempted  and  non-exempted)  rounded 
to  the  next  highest  integer.  Each  carrier 
shall  also  submit  a  preference  value 
between  1  and  100  for  each  plan;  with 
100  indicating  the  most  preferred 
alternative. 

(6)  Within  30  days  after  the  deadline 
for  submitting  hourly  utilization  plans, 
the  DOT  shall  make  public  the  number 
of  reservations  awarded  to  each  carrier 
by  hour  of  the  day.  In  making  these 
awards,  the  DOT  shall  attempt  to 
develop  a  consolidated  air  carrier 
schedule  of  hourly  reservations  from 
among  the  alternative  plans  submitted 
by  individual  carriers  in  accordance 
with  paragraph  (a)(5)  of  this  section.  In 
the  event  that  more  than  one 
consolidated  schedule  can  be 
constructed,  the  DOT  shall  base  hourly 
reservation  awards  on  the  consolidated 
schedule  which  maximizes,  in  the 
aggregate,  the  attainment  of  the  carrier 
preference  order  submitted  with  the 
various  alternative  individual  carrier 
plans.  In  the  event  that  a  consolidated 
schedule  cannot  be  constructed  from  the 
alternative  plans  submitted  by  carriers, 
hourly  reservations  awards  shall  be 
based  on  a  consolidated  air  carrier 
schedule  developed  by  the  DOT  from 
the  alternative  plans  submitted  by  the 
carriers  in  conjunction  with  minor 
changes  in  these  plans  as  speciHed  by 
the  DOT  after  consultation  with  all 
carriers  having  been  awarded  slots. 

(7)  At  any  time  after  the  public 
notiHcation  of  reservation  awards  by 
hour  through  the  end  of  the  reservation 
period,  carriers  may  cancel  their 
reservations  or  request  additional 
reservations  from  the  DOT.  The  DOT 
shall  reallocate  cancelled  reservations 
to  carriers  requesting  additional 
reservations  on  a  first  come,  first  served 
basis. 

(b)  IFR  reservations  for  scheduled  air 
taxis  at  Washington  National  Airport,  as 
limited  by  §  93.123,  shall  be  allocated  in 
accordance  with  the  following 
procedure: 

(1)  By  January  1  and  July  1  of  each 
year,  each  scheduled  air  taxi  that  wants 
IFR  reservations  shall  submit  to  the 
DOT  a  reservation  request  which 
contains  the  following  information: 

(i)  A  list  of  all  reservations  requested 
per  hour; 

(ii)  A  certified  statement  setting  forth 
the  total  enplanements  and 
deplanements  at  Washington  National 
Airport  during  the  preceding  six-month 
period; 

(iii)  The  total  number  of  operations  at 
Washington  National  Airport  over  the 
preceding  twelve-month  period:  (iv)  A 


list  of  reservations  held  during  the 
preceding  six-month  period  showing 
el^ective  dates,  actual  utilization,  and 
equipment  used; 

(v)  A  list  of  all  cities  provided  nonstop 
service  to  or  from  Washington  National 
Airport  during  the  preceding  six-month 
period;  and 

(vi)  A  list  of  all  essential  service 
determinations  made  by  the  CAB 
designating  service  to  the  Washington 
area  as  essential  and  currently  being 
served  through  Washington  National 
Airport  and  the  subject  scheduled  air 
taxi. 

(2)  Within  72  hours  after  the  deadline 
for  receipt  of  reservation  requests,  the 
E)OT  shall  make  public  the  total  number 
of  reservations  requested  and  the  total 
number  of  reservations  per  day  awarded 
each  scheduled  air  taxi. 

(3)  If  the  total  number  of  reservations 
requested  by  all  scheduled  air  taxis  for 
the  day  is  less  than  or  equal  to  the  total 
number  of  reservations  available  for  the 
day,  each  scheduled  air  taxi  shall  be 
awarded  the  total  number  of  daily 
reservations  it  requested.  If  the  total 
number  of  reservations  requested  for 
each  hour  of  the  day  by  all  scheduled  air 
taxis  is  less  than  or  equal  to  the  total 
available  for  the  hour,  each  scheduled 
air  taxi  shall  be  awarded  the  number  of 
reservations  it  requested  in  each  hour. 

(4)  If  the  number  of  reservations 
requested  for  the  day  by  all  scheduled 
air  taxis  are  greater  than  the  number 
available,  each  requesting  scheduled  air 
taxi  shall  be  issued  two  reservations 
(but  not  more  than  requested)  per  day 
plus  two  reservations  per  day  for  each 
minimum  essential  service  flight 
specified  by  the  CAB  involving 
Washington  National  Airport  and  the 
subject  air  taxi.  This  initial  award  shall 
be  termed  exempted  reservations.  The 
remaining  total  number  of  daily 
reservations  (termed  nonexempted 
reservations)  shall  be  awarded  to  each 
scheduled  air  taxi  based  upon  the 
following  procedure: 

(i)  Each  scheduled  air  taxi  presently 
serving  the  airport  shall  at  the  minimum 
either  be  awarded  the  lesser  of  (A)  its 
requested  total  number  of  nonexempted 
reservations  (requested  reservations, 
less  exemptions),  or  (B)  the  number  of 
reservations  calculated  according  to  the 
following  entitlement  formula  and 
rounded  to  integers. 

Ai = .5(  A)Bi  +  .3(  A)Pi + .2(  A)Ci 

where: 

Ai — scheduled  air  taxi's  allocation  of  total 
non-exempted  slots  to  be  allocated 
A — total  non-exempted  reservations  to  be 
allocated 

Bi — scheduled  air  taxi's  relative  share  of  total 
daily  slots  during  the  preceding  period 


Pi — scheduled  air  taxi's  relative  share  of  total 
enplanements  and  deplanements  at  the 
airport  during  the  preceding  period 
Ci — ratio  of  number  of  cities  served  directly 
by  the  air  taxi  from  the  airport  to  the  sum 
of  the  number  of  cities  served  directly 
from  the  airport  by  all  air  taxis 
i — subscript  denoting  individual  air  taxi 

(ii)  If  the  allocation  of  any  air  taxi 
catenated  according  to  the  entitlement 
formula  given  in  paragraph  (b)(4)(i)  of 
this  section  exceeds  the  number  of 
nonexempted  reservations  requested  by 
the  air  taxi,  the  excess  number  of 
reservations  shall  be  awarded  to  air 
taxis  desiring  more  nonexempted 
reservations  than  they  are  awarded  by 
the  entitlement  formula.  Those  awards 
shall  be  in  proportion  to  the  recipient  air 
taxi’s  relative  share  of  total 
entitlements. 

(5)  If,  in  accordance  with  paragraphs 
(b)(3)  or  (b)(4)  of  this  section,  air  taxis 
are  awarded  a  total  number  of 
reservations  per  day,  but  no  hourly 
award  is  made,  within  30  days  from  the 
date  of  this  award,  each  air  taxi  must 
submit  to  the  DOT  a  number  of 
alternative  plans  specifying  the  hour  by 
hour  utilization  of  its  awarded  slots. 

Each  air  taxi  shall  submit  a  minimum 
number  of  plans  where  the  minimum  is 
equal  to  the  square  root  of  the  number  of 
total  reservations  awarded  (both 
exempted  and  non-exempted)  rounded 
to  the  next  highest  integer.  Each  air  taxi 
shall  also  submit  a  preference  value 
between  1  and  100  for  each  plan,  with 
100  indicating  the  most  preferred 
alternative. 

(6)  Within  30  days  after  the  deadline 
for  submitting  hourly  utilization  plans, 
the  DOT  shall  make  public  the  number 
of  reservations  awarded  to  each 
scheduled  air  taxi  by  hour  of  the  day.  In 
making  these  awards,  the  DOT  shall 
attempt  to  develop  a  consolidated 
scheduled  air  taxi  schedule  of  hourly 
reservations  from  among  the  alternative 
plans  submitted  by  individual  air  taxis 
in  accordance  with  paragraph  (b)(5)  of 
this  section.  In  the  event  that  more  than 
one  schedule  can  be  constructed,  the 
DOT  shall  base  hourly  reservation 
awards  on  the  consolidated  schedule 
which  maximizes,  in  the  aggregate,  the 
attainment  of  the  air  taxi  preference 
order  submitted  with  the  various 
alternative  individual  air  taxi  plans.  In 
the  event  that  a  consolidated  schedule 
cannot  be  constructed  from  the 
alternative  plans  submitted  by  air  taxis, 
hourly  reservations  awards  shall  be 
based  on  a  consolidated  air  taxi 
schedule  developed  by  the  DOT  from 
the  alternative  plans  submitted  by  the 
air  taxis  in  conjunction  with  minor 
changes  in  these  plans  as  specified  by 
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the  DOT  after  consultation  with  all  air 
taxis  having  been  awarded  slots. 

[7]  At  any  time  after  the  public 
notification  of  reservation  awards  by 
hour  through  the  end  of  the  reservation 
period,  air  taxis  may  cancel  their 
reservations  or  request  additional 
reservations  from  the  DOT.  The  DOT 
shall  reallocate  cancelled  reservations 
to  air  taxis  requesting  additional 
reservations  on  a  first  come,  first  served 
basis. 

(c)  For  purposes  of  this  section — 

(ij  The  term  “air  carrier”  or  “air 
carrier  except  air  taxis”  means  an  air 
carrier  as  defined  in  Part  1  of  this 
chapter  that  conducts  operations  with 
aircraft  having  a  maximum  passenger 
seating  capacity  of  56  or  more. 

(2)  The  term  “scheduled  air  taxis” 
means  a  scheduled  air  taxi  or  an  air 
carrier  as  defined  in  Part  1  of  this 
chapter  that  conducts  operations  with 
aircraft  having  a  maximum  capacity  of 
less  than  56. 

Allocation  Alternate  B:  By  adding  a 
new  §  93.135  to  Subpart  K  as  follows; 

§93.135  Allocation  at  Washington 
National  Airport 

(a)  IFR  reservations  for  air  carriers  at 
Washington  National  Airport,  as  limited 
by  §  93.123(a),  shall  be  allocated  in 
accordance  with  the  following 
procedure: 

(1)  By  January  1  and  July  1  of  each 
year,  each  air  carrier  desiring  an  IFR 
reservation  for  the  6  month  period 
beginning  the  following  April  or 
October,  as  appropriate,  shall  submit  to 
the  DOT  an  initial  bid  for  reservations. 
Bids  must  identify  the  bid  price  and  the 
hour  of  the  day  for  which  a  reservation 
is  requested. 

(2)  Within  72  hours  after  the  receipt 
deadline  for  initial  bids,  the  DOT  shall 
make  public  the  total  number  of 
reservation  bids  for  each  hour  received 
and  the  number  and  price  of 
reservations  tentively  awarded  to  each 
successful  bidder.  If.  for  any  hour,  the 
total  number  of  reservation  bids  is  equal 
to  or  less  than  the  number  available,  all 
reservation  bids  for  that  hour  shall  be 
tentatively  awarded  at  a  $1  price.  For 
those  hours  where  the  number  of 
reservation  bids  exceeds  the  number  of 
reservations  available,  reservations 
shall  be  tentatively  awarded  to  the 
highest  bidders  for  the  hourly 
reservation.  The  award  price  for  each 
hour  shall  be  set  at  the  highest  rejected 
bid  price. 

(3)  Within  72  hours  after  the 
announcement  of  tentative  awards,  any 
bidder  who  submitted  initial  bids  may 
withdraw  any  or  all  of  the  bids 
previously  submitted  and  may  also’ 
submit  new  bids.  New  bids  need  not 


coincide  with  bids  already  submitted. 
Initial  bids  submitted  in  accordance 
with  paragraph  (a)(1)  of  this  section 
shall  remain  valid  unless  formally 
withdrawn. 

(4)  Within  72  hours  after  the  receipt 
deadline  for  bid  revisions  as  set  forUi  in 
paragraph  (a)(3)  of  this  section,  the  DOT 
shall  again  make  public  the  total  number 
of  reservation  bids  for  each  hour  and  the 
number  and  price  of  reservations 
tentatively  awarded  to  each  successful 
bidder.  Tentative  awards  and  prices 
shall  be  established  according  to  the 
same  procedure  as  specified  in 
paragraph  (a)(3)  of  this  section. 

(5)  After  each  tentative  reservation 
award,  any  bidder  may  continue  to 
submit  bid  revisions  in  accordance  with 
paragraph  (a)(3)  of  this  section.  The 
DOT,  in  the  event  new  bids  are 
submitted,  shall  make  public  bid,  award 
and  the  price  information  as  specified  in 
paragraph  (a)(4)  of  this  section. 

(6)  Reservations  shall  be  awarded 
based  upon  the  last  set  of  bids  received 
by  the  DOT  if  one  of  the  following 
occurs: 

(i)  No  additional  bids  are  received 
during  any  72  hour  period. 

(ii)  The  only  bids  received,  within  72 
hours  since  the  DOT  last  made  the  last 
tentative  award,  are  minimally  different 
from  the  last  bids  received. 

(iii)  All  bidders  inform  the  DOT  within 
24  hours  since  the  DOT  made  the  last 
tentative  award,  that  they  desire  to 
terminate  the  auction. 

(b)  IFR  reservations  for  scheduled  air 
taxis  at  Washington  National  Airport,  as 
limited  by  §  93.123(a),  shall  be  allocated 
in  accordance  with  the  following 
procedure: 

(1)  By  January  1  and  July  1  of  each 

year,  each  air  taxi  desiring  an  IFR 
reservation  for  the  6  month  period 
beginning  the  following  April  or 
October,  shall  submit  to  the  DOT  an 
initial  bid  for  reservations.  Bids  must 
identify  the  bid  price  and  the  hour  of  the 
day  for  which  a  reservation  is 
requested.  , 

(2)  Within  72  hours  after  the  receipt 
deadline  for  initial  bids,  the  DOT  shall 
make  public  the  total  number  of 
reservation  bids  for  each  hour  and  the 
number  and  price  of  reservations 
tentatively  awarded  to  each  successful 
bidder.  If,  for  any  hour,  the  total  number 
of  reservation  bids  is  equal  to  or  less 
than  the  munber  available,  all 
reservation  bids  for  that  hour  shall  be 
tentatively  awarded  at  a  one  dollar 
price.  For  those  hours  where  the  number 
of  reservation  bids  exceeds  the  number 
of  reservations  available,  reservations 
shall  be  tentatively  awarded  to  the 
highest  bidders  for  the  hourly 
reservation.  The  award  price  for  each 


hour  shall  be  set  at  the  highest  rejected 
bid  price. 

(3)  Within  72  hours  after  the 
announcement  of  tentative  awards,  any 
bidder  who  submitted  initial  bids  may 
withdraw  any  or  all  of  the  bids 
previously  submitted  and  may  also 
submit  new  bids.  Withdrawn  bids  and 
new  bids  need  not  coincide  with  bids 
already  submitted.  Initial  bids  submitted 
in  accordance  with  paragraph  (a)(1)  of 
this  section  shall  remain  valid  unless 
formally  withdrawn. 

(4)  Within  72  hours  after  the  receipt 
deadline  for  bid  revisions  as  set  forA  in 
paragraph  (b)(3)  of  this  section,  the  DOT 
shall  again  make  public  the  total  number 
of  reservations  bids  for  each  hour  and 
the  number  and  price  of  reservations 
tentatively  awarded  to  each  successful 
bidder.  Tentative  awards  and  prices 
shall  be  established  according  to  the 
same  procedure  as  specified  in 
paragraph  (b)(2)  of  this  section. 

(5)  After  each  tentative  reservation 
award,  any  bidder  may  continue  to 
submit  bid  revisions  in  accordance  with 
paragraph  (b)(3)  of  this  section.  The 
DOT,  in  this  event,  shall  make  public  the 
bid,  award  and  price  information  as 
specified  in  paragraph  (b)(4)  of  this 
section. 

(6)  Reservations  shall  be  awarded 
based  upon  the  last  set  of  bids  received 
by  the  DOT  if  one  of  the  following 
occurs: 

(i)  No  additional  bids  are  received 
during  any  72  hour  period. 

(ii)  The  only  bids  received,  within  72 
hours  since  the  DOT  made  the  last 
tentative  award,  are  minimally  di^erent 
from  the  last  bids  received. 

(iii)  All  bidders  inform  the  DOT  within 
24  hours  since  the  DOT  made  the  last 
tentative  award,  that  they  desire  to 
terminate  the  auction. 

(c)  A  successful  bidder  has  14  days 
after  being  notihed  in  writing  of  the 
amount  of  its  Bnal  accepted  bid  prices 
to  submit  to  the  DOT  payment  for  one- 
sixth  of  the  total  amount  accepted.  Hie 
balance  shall  be  paid  in  five  equal 
increments  starting  on  the  1st  day  of  the 
reservation  period.  Succeeding 
payments  shall  be  made  on  the  first  day 
of  each  month  imtil  the  balance  is  paid. 
Original  bidders  shall  be  liable  for  full 
payment  of  the  accepted  bid  price  even 
if  ^e  reservation  is  subsequently  resold 
subject  to  resale  credits  as  described  in 
paragraph  (d)  of  this  section. 

(d)  In  the  event  that  a  successful 
bidder  wishes  to  relinguish  a  reservation 
after  the  final  award,  it  may  so  inform 
the  DOT.  The  DOT  shall  offer  the 
reservation  for  sale  to  the  highest 
bidder.  The  DOT  shall  hold  available 
reservations  open  to  bids  for  a  24  hour 
period  after  being  notified  of  the 
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availability  of  the  reservation.  Any  air 
carrier  or  air  taxi  wishing  to  purchase 
reservations  offered  by  an  air  carrier 
may  do  so.  Reservations  offered  by  air 
taxis  may  only  be  purchased  by  other 
air  taxis.  Air  carriers  or  air  taxi 
purchasing  resale  reservations  shall 
reimburse  the  DOT.  An  initial  payment 
equal  to  one  month’s  prorata  share  of 
the  total  period  purchase  price  shall  be 
made  to  the  DOT  14  days  after  being 
notified  in  writing  of  the  award.  The 
balance  shall  be  paid  in  equal  monthly 
installments  starting  on  the  first  day  of 
the  first  full  month  remaining  in  the 
reservation  period.  The  DOT  shall  credit 
the  seller  of  any  reservation  with 
monies  received  by  the  DOT  from  the 
resale  of  the  reservation  in  an  amount 
not  exceeding  the  original  purchase 
price. 

(e)  For  purposes  of  this  section — 

(1)  The  term  “air  carrier"  or  "air 
carrier  except  air  taxis"  means  an  air 
carrier  as  defined  in  Part  1  of  this 
chapter  that  conducts  operations  with 
aircraft  having  a  maximum  passenger 
seating  capacity  of  56  or  more. 

(2)  The  term  “scheduled  air  taxis" 
means  a  scheduled  air  taxi  or  an  air 
carrier  as  defined  in  Part  1  of  this 
chapter  that  conducts  operations  with 
aircraft  having  a  maximum  capacity  of 
less  than  56. 

(f}  Each  bidder  wishing  to  submit  a 
bid  in  accordance  with  this  section 
shall,  prior  to  its  submission  of  any  bid, 
designate  in  writing,  an  individual  or 
individuals  who  will  be  authorized  to 
represent  the  bidder  in  all  actions  taken 
under  this  section. 

Extra  Sections  Alternate:  By  adding  a 
paragraph  (g)  to  §  93.135  (as  proposed  in 
Allocation  Alternate  B)  to  read  as 
follows: 

§93.135  Allocation  at  Washington 
National  Airport 
***.«* 

(g)  The  bid  price  for  extra  sections 
operated  by  air  carriers,  in  accordance 
with  §  93.123(b)(4],  shall  be  identical  to 
the  hourly  price  paid  by  air  carriers 
during  the  hour  in  which  the  extra 

"Section  is  operated. 

General  Aviation  Operations:  By 
adding  a  paragraph  (h)  to  §  93.135  (as 
proposed  in  Allocation  Alternate  B]  to 
read  as  follows: 

§93.135  Allocation  at  Washington 
National  Airport 
***** 

(h)  The  bid  price  for  “other” 
operations  conducted  in  accordance 
with  §  93.123  will  be  identical  to  the 
hourly  price  paid  by  air  taxis  during  the 
hour  in  which  the  operations  is 
conducted. 


(Secs.  103,  307(a),  (c),  313(a],  of  the  Federal 
Aviation  Act  of  1958,  as  amended  (49  U.S.C. 
1303, 1348(a),  (c),  1354(a));  sec.  6(c), 
Department  of  Transportation  Act  (49  U.S.C. 
ie55(c));  sec.  2  of  the  Act  for  the 
Administration  of  Washington  National 
Airport,  54  Stat.  688) 

Note. — The  Department  has  determined 
that  this  document  involves  a  proposed 
regulation  which  is  significant  under 
Executive  Order  12044  as  implemented  by 
DOT  Regulatory  Policies  and  Procedures  (44 
FR  11034;  February  26, 1979).  A  copy  of  the 
draft  Regulatory  Analysis  prepared  for  this 
action  is  contained  in  the  regulatory  docket. 
A  copy  of  it  may  be  obtained  by  contacting 
the  person  identified  above  under  the  caption 
“FOR  FURTHER  INFORMATION 
CONTACT.” 

Issued  in  Washington,  D.C.,  on  October  21, 
1960. 

William  J.  Beckham,  Jr., 

Acting  Secretary  of  Transportation. 

|FR  Doc.  80-33404  Filed  10-22-80;  4;20  pm] 

BtLLING  CODE  4910-13-M 


